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NEGRO EMPLOYMENT IN SOUTHERN INDUSTRY' 


DONALD DEWEY 


Duke University 


I 


»R many years Negro life in America 
has been examined in countless 
thousands of books, monographs, 
articles, and essays (not to mention un- 


published Master's theses and doctoral 
dissertations). Five years ago this con- 
tinuing study culminated in the monu- 


mental Carnegie investigations sum- 
marized by Gunnar Myrdal as American 
Dilemma. Yet when one has occasion to 
search this vast literature for information 
on the terms of Negro employment,’ a re- 


1 The thesis developed in this essay was worked 
out while I was employed by the Committee of the 
South of the National Planning Association in con- 
nection with its survey of racial employment prac- 
tives in certain areas of southern industry. This 
paper is in no sense a summary of the studies of the 
National Planning Association, which, of course, 
bears no responsibility for the ideas and viewpoint 
elaborated in the following pages. The case studies 
in racial employment authorized by the Committee 
of the South have not yet been completed. I am 
greatly indebted to the Committee for permission to 
use the statistical material compiled from the annual 
reports of the South Carolina Department of Labor. 

*Cf. Edgar T. Thompson and Alma Mary 
Thompson, Race and Region: A Descriptive Bibliog- 
raphy Compiled with Special Reference to the Rela- 
tions between Whites and Negroes in the United 
States (Chapel Hill, 1949), esp. Secs. XII, XIII, 


markable omission is soon discerned. No 
one has ever systematically examined the 
interaction of competition and color 
prejudice in the American economy (and 
Myrdal’s chapters on Negroes in the la- 
bor force form no exception to this gen- 
eralization).* 

Outside the South, Negro disabilities 
in the business world are commonly 
viewed as merely one aspect of the ‘mi- 
norities problem.”’ Racial discrimination 
is both an affront to personal dignity and 
a waste of human abilities; hence writers 
who interest themselves in the subject 
make no effort to eschew their strong re- 
form bias. Their aim is usually to per- 
suade employers to give Negro workers a 
better break or to secure remedial legisla- 
tion. Their work consists, for the most 


XIV, XV, and XVI; also the Bibliography on Negro 
Labor, compiled in the office of Lawrence A. Oxley, 
field representative of the United States Employ- 
ment Service for the United States Bureau of Labor 
Statistics (1937). 

+ Myrdal’s formidable staff of experts apparently 
included only one American economist, Herbert R. 
Northrup, the labor specialist. Tie Carnegie studies 
which went into American Dilemma were almost 
wholly tour de force by sociologists. 
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part, of progress reports on race relations 
in industry and useful information on 
ways of securing the admission of Ne- 
groes into predominantly white work 
groups. Since Negro workers comprise no 
more than 5 per cent of the labor force in 
any state outside the South, this ap- 
proach is not surprising. Except for a few 
large cities, notably New York, Detroit, 
and Chicago, the North and West have 
no racial division of labor worthy of the 
name 

In the South, of course, a rigid division 
of labor is a striking feature of the every- 
day business of life in almost every town 
from Maryland to western Texas. I be- 
lieve it no exaggeration to say that most 
southerners view their economy as di- 
vided into “white” and “Negro” jobs. 
Certainly these categories are invoked 
whenever Negro employment problems 
are under discussion. Nevertheless, this 


phenomenon has been largely ignored by 


economists both in the South and else- 
where. The Southern Economic Journal 
has never carried an article analyzing the 
racial division of labor; and I wonder 
whether the editors have ever received 
one. 

For this neglect one can discern at 
least three good reasons. First, usable 
statistics on Negroes in the labor force 
are not easily assembled. At the federal 
level the decennial Census of Population 
publishes a race and sex breakdown of 
industrial employment for each state and 
for all cities over 100,000; but, since 
wage-and-hour information is not sup- 
plied, Census reports tell tittle about the 
terms of racial employment save what we 
already know that they are brutally 
unfavorable to Negroes. The Census of 
Manufactures makes no mention of race, 
nor does the monthly bulletin of the 
Bureau of Labor Statistics. 

\t the state level only South Carolina 


provides detailed figures on Negro em- 
ployment. Since 1935 the South Carolina 
Department of Labor has published an- 
nually race and sex breakdowns of em- 
ployment in manufacturing industries 
and, since 1940, comparable breakdowns 
of the industry wage bill as well. For the 
state’s leading industry—-textiles—-em- 
ployment data by race and sex extend 
back to 1918. 

Second, it is extremely difficult—-if not 
impossible—-for a private individual or 
agency to gather exact information on 
Negro employment by the interview 
method. Business firms are understand- 
ably suspicious of the motives of persons 
who interest themselves in the subject; 
and, even when inquiries are favorably 
received, company officials can seldom 
do more than paint the current picture, 
since personnel records are usually 
thrown away when they cease to serve a 
demonstrably useful purpose. 

Third, the existence of color lines in 
the labor market poses problems of meth- 
od that would be formidable even in the 
best tabulated of worlds. The marginal 
productivity explanation of wage deter- 
mination and manpower use is not wholly 
satisfactory when applied to its normal 
subject matter —an ethnically homoge- 
neous labor force; witness the misleading 
treatment of collective bargaining and 
labor substitutions in most textbooks. 
But what does one use for tools in the 
southern economy where the employer's 
power of “rational calculation’’ in the 
stafling of his business is exercised within 
the uncertain limits of color prejudices? 
It is not easy to get the “feel” of race 
relations in southern industry. Nor is it 
easy to assemble a working knowledge of 
irrationality, given the seemingly intinite 
variety in occupational segregation pat- 
terns. In the labor market, as in most 
other areas of southern life, there is 
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scarcely any such thing as a regionally 
uniform practice in race relations. Much 
of this variety is, of course, a function of 
the varying proportion of Negroes in the 
labor force from one southern town to the 
next. Even sociologists should not be sur- 
prised by the fact that individual Negro 
workers have a wider range of occupa- 
tional choice in Birmingham than in 
Richmond. 

Nevertheless, any southern town of 
10,000 or more population contains 
enough apparent inconsistencies and con- 
tradictions in the use of Negro labor to 
puzzle an interested observer. If he asks 
questions, he will presently be assured by 
someone that (a) Negroes and whites 
cannot be worked together; (6) Negro 
men and white women cannot be worked 
together; (c) Negroes cannot be em- 
ployed in jobs where they face a white 
public (e.g., as waitresses or clerks); and 
(d) Negro workers are found only in sub- 
ordinate posts in mixed work groups. 

The variety in racial employment pat- 
terns has been documented often enough; 
for our purposes it will suffice to note that 
one can find exceptions to every one of 
the above generalizations within a one- 
mile radius of my home in Durham. But 
if the interested observer digs deeper, he 
will probably conclude that the existence 
of variety in racial employment patterns 
does not mean that the individual em- 
ployer may freely choose from among 
them in staffing his own business. One 
knitting mill may have employed a few 
Negro women as machine operators since 
1906; yet their introduction into produc- 
tion jobs in a neighboring mill is so cer- 
tain to provoke a strike that it is never 
considered. 

In any event, the study of the racial 
division of labor in the American econ- 
omy, by default, has become the prop- 
erty of sociologists whose work is mainly 
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a catalogue of segregation patterns, em- 
ployer and employee rationalizations for 
particular practices, sickening abuses, 
and “‘incidents.""* The net impression 
that one gets from their writing is the 
picture of an occupational segregation, 
enforced by local custom and the possi- 
bility of violence, so complete that 
whites and Negroes never compete for 
jobs except, perhaps, in the bitter cru- 
cible of unemployment. 

This picture of race relations in the 
labor market is, of course, palpably 
“wrong’’—even though the list of spe- 
cific discriminations and threats against 
Negro workers can be extended indefi- 
nitely. Southern employers, whatever 
their personal outlook on race relations, 
do not view their firms as the chosen in- 
struments of white supremacy; and they 
are not without power to seek a better 
factor combination by altering the 
racial division of labor within their or- 
ganizations. Obviously, white and Negro 
workers compete for employment. The 
relevant question is: On what terms do 
they compete? 

It is the thesis of this paper that 
competition in the southern economy 

the great variety of racial employ- 
ment patterns notwithstanding —pro- 
duces discernible uniformities in the use 
of Negro labor and that one can take a 
long step toward an understanding of the 
southern scene simply by qualifying the 
marginal productivity analysis of labor 
allocation with a few additional assump- 
tions relevant to it. Likewise, I believe 
that an examination of Negro employ- 
ment problems from this neglected angle 
will furnish a better basis for discerning 
John Dollard, Caste and Class in a 
Southern Town (New Haven, 1937), 
“Gains of the White Middle Class: Economic” 
or Edward B. Reuter, ‘‘Competition and the Racial 


Division of Labor.” in Race Relations and the Race 
Problem, ed. Edgar T. Thompson (Durham, 1939 


‘See, e.g 
esp. chap. vi, 
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and predicting occupational changes in 
the Negro labor force and for appraising 
measures designed to widen the voca- 
tional opportunities of Negro workers. 
And while this article has for its subject 
matter the racial division of labor in the 
South, it may also be relevant to those 
other areas of the American economy 
where the all-Negro work group has be- 
come common. (By a preliminary report 
of the 1950 Census, approximately 30 per 
cent of the nation’s 14,893,000 Negroes 
were living in the North and West.) 


II 


Before developing my main theme, let 
us examine the evidence from which gen- 
eralizations about trends in racial em- 
ployment are usually fashioned. First, 
we have the previously noted informa- 
tion on Negro workers by occupation and 
major industry group contained in the 
Census of Population reports.’ Second, 
we have the allusions to Negroes in the 
labor force scattered through historical 
sources. Third, we have the recorded im- 
pressions of old-timers on the changes 
that have occurred in the racial division 
of labor over their lifetimes. Such im- 
pressions are likely to be hazy and prove 
erroneous when checked. So far as I 
know, the relevant South Carolina fig- 
ures have never been examined. 

In short, the terms of Negro employ- 
ment in the past are largely unknown 
and unknowable. On one point, however, 
the weight of evidence is conclusive. In 
the fifty years before World War IL the 
relative position of Negro workers in 
southern industry actually deteriorated; 
they did not share proportionally the ex- 
pansion of urban employment, and they 

* For a detailed review of Census data as it re- 
lated to Negro workers see Richard Sterner, The 
Vegro's Share: A Study of Income, Consumption, 
Housing, and Public Assistance (New York, 1943), 
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were not upgraded as individuals into 
jobs previously held by whites. 

By the Census returns the proportion 
of Negro labor classified as “‘skilled”’ for 
the country as a whole was not signifi- 
cantly higher in 1930 (8.2 per cent) than 
in 1910 (8.1 per cent). The proportion of 
Negroes classified as ‘‘unskilled’’ de- 
clined over this period from 73.9 to 69.5, 
but this decline may have been due 
partly to the broadening of the definition 
of ‘‘semiskilled’”” unemployment.’ (The 
picture for these years would probably be 
even darker if the figures for the South- 
ern States alone were tabulated.) In 
South Carolina textiles 9 per cent of all 
workers were Negro in 1918; yet, al- 
though employment in the industry more 
than doubled in South Carolina over the 
next twenty-two years, the Negro’s share 
of work was down to 4 per cent in 1940.’ 

In many southern towns old-timers 
with good memories can cite trades in 
which Negroes were once numerous (es- 
pecially barbering and catering) but 
from which they have since largely dis- 
appeared. And a mass of antiquarian evi- 
dence bears them out. 

Most observers have discerned in the 
failure of Negro workers to rise in the 
labor force before 1940 a hardening of the 
color bar-—an increasing reluctance upon 
the part of whites to have face-to-face 
dealings with Negroes. Probably a cer- 
tain deterioration in race relations did 
accompany the growth of towns and 
cities in the South. (This aspect of ur- 
banization is considered later.) But my 
analysis will presently suggest that a 
postulate of increasing color prejudice is 
not needed in order to explain the inabil- 

* Alba M. Edwards, A Socio-Economic Grouping 


of the Gainful Workers of the United States (Wash 
ington: Bureau of the Census, 1938), pp. 7 and 13 


’ Fifth Annual Report of the South Carolina De 
partment of Labor, p. 75. 
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ity of Negro workers to achieve upgrad- 
ing in the thirty or forty years prior to 
World War II. 

Since 1940 Negro workers have at least 
held their own in the South, that is, one 
learns of few cases where they have been 
displaced by whites in the war and post- 
war world. By the same token, however, 
one hears of no striking Negro gains un- 
der ‘full employment’ in the region. In 
fine, a cursory examination of the evi- 
dence relating to Negro employment 
trends over the last forty years suggests a 
disturbing discrepancy between the rates 
of “political” and “economic” progress 
in race relations. 


Ill 


Now for the main task. What features 
are common to the vast number of differ- 
ent racial employment patterns found 
throughout the South? Without much 
difficulty, we can discern at least two 


uniformities— virtual “‘laws”’ of labor use 
in the southern economy: (1) Negro 


§ The stability of racial employment patterns in 
the South since 1940 can, I think, be taken as prima 
facie evidence that the full-employment concept has 
only limited usefulness for an economy whose labor 
force is both rapidly expanding and highly elastic. 
In fact, when one regards the southern scene, the 
venerable fallacy that the demand for labor is 
determined by the supply of capital (equipment) 
turns out to be no fallacy at all. In an industrial 
system with an overpopulated agriculture attached, 
the reserve army of the underemployed is invariably 
present. Below a given real wage in industry, a 
sizable fraction of the employable population will 
choose wretched but convivial underemployment 
on the land or, in the case of women, about the 
home. In approximating these conditions, the 
South for many years has resembled the British 
economy of the ‘first half of the nineteenth century. 
Within this institutional framework a ‘‘good” 
utilization of labor must wait upon capital forma- 
tion. The limitation of the full-employment con- 
cept as applied to the South can be pointed up by 
asking the unanswerable question: What level of 
employment would be necessary in order to give 
every employable Negro woman a choice between 
housekeeping and employment outside domestic 
service? 
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workers seldom hold jobs which require 
them to give orders to white workers. 
(2) Negro and white workers do not or- 
dinarily work side by side at the same 
jobs. 

The first proposition has virtually no 
exceptions. Occasionally one finds a Ne- 
gro worker in a mixed crew serving as a 
leadman or pace-setter; but I have 
never heard of a case in southern indus- 
try where a Negro worker was placed 
over a white worker in a formal chain of 
command. 

The second proposition could be quali- 
fied for several pages. Negroes and whites 
as a matter of common observation work 
side by side all through the Southern 
States. Often within the same town and 
sometimes even within the same firm 
Negroes and whites work at the same 
jobs without continuing personal con- 
tacts. Where Negroes and whites are to- 
gether in a work group, Negroes usually 
hold the least desirable jobs, but this is 
not invariably the case. (Innumerable 
restaurants south of Washington em- 
ploy white waitresses and Negro chefs.) 

Nevertheless, I know of only one nu- 
merically important exception to the gen- 
eralization that whites and Negroes do 
not work side by side at the same jobs. 
In dirty, low-wage, and generally low 
advantage’ employment, the mixed 
work group occasionally appears, espe- 
cially (a) in rough common-labor jobs 
and (6) in service establishments exempt 
from the federal wages and hours regula- 
tion (e.g., laundries, cleaning plants, and 
manufacturing co-operatives). Often, of 
course, where Negroes and whites work 
together at different, albeit mutually 
unskilled, jobs, the division of labor rep- 
resents little more than a token segrega- 
tion. In one Winston-Salem, North Caro- 
lina, drugstore, for example, Negro coun- 
ter girls prepare food orders, while white 
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counter girls wearing different type uni- 
forms shove them to the customers. 

There are, however, exceptions to this 
generalization which illuminate the work- 
ings of a color-line job market, even 
though they affect very few workers. 
Perhaps the most frequently cited in- 
stance of an industry where Negroes and 
whites have long worked together on 
terms that approximate equality is the 
building trades. And one may reasonably 
wonder why Negroes were able to re- 
main in the labor force as bricklayers, 
masons, and plasterers all fairly well 
paid callings when they fared so badly 
in other trades* which have become at- 
tractive to whites in the last half-cen- 
tury. 

The explanation probably lies in the 


employment conditions peculiar to the 
industry. Local supplies of building labor 
are highly inelastic in the short run, while 
the volume of construction varies greatly 
from year to year and even from month 
to month. At the same time Negro work- 
men can acquire the building trades skills 
working on small jobs around the Negro 
community, so that, at times of peak ac- 
tivity, the larger contractors find it both 
possible and expedient to take them on 
rather than import skilled whites from 
outside the area. One may also note that 
the work groups in the building trades 
tend to be of short duration, often lasting 
no longer than a single construction 
pre jer 4 

Then, again, investigation will turn up 
cases where white students accept tem- 
porary or part-time unskilled employ- 
And, 

Ct Herbert Ro Northrup, Organized Labor and 
the Negro (New York, 1944), chap. ii, ‘The Building 
Prades.” According to Northrup, the 1940 Census 
ndicated tha mne-half of all skilled Negro 
the United States were in the building 


lived in the 


ment alongside Negro workers. 


over one 
workers in ; 
trades and that OO per cent of them 
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finally, one has the case of International 
Harvester, which is striving as a matter 
of company policy to prevent a rigid divi- 
sion of labor by race from developing in 
its newly established southern plants. 

The exceptions to this second proposi- 
tion, however, are too few to vitiate its 
usefulness as a working generalization. 
For the vast majority of jobs in southern 
industry the use of white and Negro la- 
bor is circumscribed by these implicit 
rules: Negroes must not be over whites, 
and Negroes and whites must not work 
together without some visible division of 
labor. 

It might help us to appraise the force 
of the attitudes that make possible these 
generalizations if we could discern other 
uniformities in southern employment 
patterns that may have emerged and dis- 
integrated in the past; but none is sug- 
gested by the sketchy historical data 
available for study. From conversations 
with older businessmen, I gained the im- 
pression that white hostility to continu- 
ing personal contact with Negro workers 
was once more virulent than it is today 
and that in most southern towns more 
whites are willing to have impersonal 
business dealings with Negroes, for ex- 
ample, civilly receive and pay for goods 
delivered by a Negro errand man. But 
this is only an impression. The difficulties 
of the Herodotus approach are such that, 
as already noted, many competent ob- 
servers (including Myrdal)'’ have drawn 


precisely the opposite conclusion from 
interview data. 

We might also wish that it were pos- 
sible to generalize about the terms on 
which Negroes are accepted as subordi- 


© The discrepancy between Myrdal’s impression 
and my own is probably explained by the fact that 
my interviews were in prosperity and his in depres- 
When discu | 


ssing trends in race relations, most 
persons project the immediate past into the more 


sion 


distant past 
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nate members of predominantly white 
work groups. But I know of no valid 
propositions on this score save that 
among southern whites willingness to 
work with Negroes varies inversely with 
group solidarity, which in turn depends 
in large measure upon the rate of labor 
turnover. Hence one finds an adamant 
refusal to work with Negroes on the part 
of high-wage machinists in the process of 
acquiring seniority benefits but no visible 
reluctance on the part of the transient 
white employees of lumber yards, fer- 
tilizer plants, ete. 

In any event, the limitations on the 
use of Negro labor noted above suttice to 
point up the most serious imperfections 
in the southern labor market. Direct per- 
sonal competition between white and 
Negro workers is perforce limited largely 
to “isolated” jobs where the man works 
on his own (e.g., truck-driving, garden- 
ing, janitoring, etc.). And since Negroes 
cannot rise to command whites or mixed 
crews, direct personal competition in 
practice is further limited to those iso- 
lated jobs which are also dead-end jobs. 

lor all other employment, Negroes 
and whites compete not as individual 
workers on their respective merits but as 
“en bloc’’ work groups. The employer 
may choose between using white or Ne- 
gro labor in a given set of jobs; he seldom 
has the third option of using a mixed 
work group. His choice can reflect per- 
sonal prejudices or what he thinks is the 
prevailing community sentiment on the 
subject or some personal idiosyncrasy. 
But in most cases it pretty faithfully 
registers the reaction of a “rational” 
businessman to his production possibili- 
ties. 

So far as Negro upgrading is con- 
cerned, labor substitution in response to 
a change in wage rates or labor efficiency 
can occur in four ways: (1) by the intro- 


285 


duction of a Negro worker into a job va- 
cated by a white worker; (2) by the in- 
troduction of a Negro worker into a job 
created by plant expansion of a type that 
had formerly gone only to white workers; 
(3) by the introduction of Negro workers 
into jobs in a new plant of a type that 
have “traditionally” been tilled by whites 
in the industry; this upgrading may come 
about through a general expansion of the 
industry or through the transfer of pro- 
duction from plants closed down as a 
consequence of (a) their owners going out 
of business or (b) a management decision 
to change its base of operations; and 
(4) by the introduction of Negro workers 
into new-type jobs created by a tech- 
nological innovation which, at the same 
time, reduces the demand for white labor 
in the plant or industry. 

These are the possible routes of Negro 
progress. A disturbing aspect of economic 
development in the South has been the 
inability of Negro workers to register a 
notable advance along any one of them. 

It is possible to compile a fairly long 
list of isolated and dead-end jobs that 
have crossed the color line in the last ten 
years; and on balance Negro gains seem 
to have outweighed Negro losses in these 
jobs, as one would expect. But cases 
where Negro work groups have been sub- 
stituted for white work groups are as- 
toundingly difficult to uncover. I know 
of not one cotton or rayon mill in the 
upper South that has upgraded a Negro 
work group since 1945; and extensive in- 
terviewing indicates that during the war 
Negro gains were confined almost en- 
tirely to a handful of jobs in the opening 
and carding rooms. Among the 400,000- 
odd textile workers in Virginia, North 
Carolina, and South Carolina there is, 
apparently, not a single Negro employed 
as a weaver, spinner, or loom-fixer. In 
the region’s second industry--tobacco 
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the only permanent upgrading of Negro 
labor since 1940 has been limited to no 
more than twenty jobs in one North 
Carolina factory. 

Tobacco factories, cotton mills, and 
rayon plants are fairly high-wage em- 
standards. Per- 
in 
less attractive industries for examples 
of racial displacement. My own explora- 
tions in the upper South have uncovered 
only one factory where a set of jobs has 
recently been transferred from white to 
Negro workers. A small knitting mill in 
North Carolina employing no more than 
twenty-five persons replaced whites with 
Negroes in order to production.” 
Likewise, my inquiries have turned up 
only one case where a newly organized 
factory once more a marginal knitting 
North Carolina attempted to 


ployers by southern 


haps one should scare h elsewhere 


mill in 
place Negro workers on knitting ma- 
chines. The experiment was discontinued 
when the Negro department failed to 
reach the prescribed production target. 
No more than eighteen jobs were in- 
volved in the trial. 

Outside manufacturing, examples of 
racial substitution are somewhat easier 
to discover. A Durham, North Carolina, 
restaurant switches from white to Negro 
waitresses. The Charlotte, North Caro- 
lina, ofhee of Western Union replaces 
whites with Negroes as messenger boys. 
But the widely scattered instances of 
substitution that have come to my atten- 
tion have all been of this character. 

Has the spread of industry to new 
areas in the South made for the upgrad- 
ing of Negro workers? On a_ priori 
grounds one might expect that industrial 
development southward toward (a) lower 
wage costs and (4) a higher proportion of 
Negroes in the population would result in 
a greater use of Negro labor. Yet, given 
the greater percentage of disguised un- 
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employment among whites in the deeper 
South, even this result is by no means 
certain. In textiles the more rapid expan- 
sion of the industry in South Carolina as 
against Virginia and North Carolina has 
almost certainly worked against the up- 
grading of Negroes. According to state 
government figures, textile employment 
in South Carolina stood at 48,000 in 
1918" and 124,000 in 1950," while the 
percentage of Negroes in the textile labor 
force fell from 9 per cent to 4.8 per cent 
over this period. I think it a safe esti- 
mate that North Carolina and Virginia 
mills have never had so low a proportion 
of Negro employees and that on nonpro- 
duction jobs some net upgrading of Ne- 
groes has occurred since 1940. 

So far as Negro upgrading goes, in- 
novations to date have undoubtedly 
done more harm than good. One can cite 
plenty of instances where the white man 
and a machine have replaced unskilled 
Negro labor. But who in the South has 
ever heard of a Negro and a machine dis- 
placing white workers? 


IV 


In short, the extreme difficulty of cit- 
ing cases where Negro workers have se- 
cured upgrading via competition in the 
southern labor market indicates that, 
within individual firms, racial employ- 
ment patterns are remarkably stable 
over time. But is this really surprising? 

Given that Negroes cannot work over 
whites, or continuously alongside whites 
at the same job, the momentum of estab- 
lished practices is not easily overcome. 
Since most skills are developed by on- 
the-job experience which Negro workers 
perforce cannot acquire, the decision to 

" Second Annual Report of the South Carolina 
Department of Labor, p. 20 


'2 Fifteenth Annual Report of the South Carolina 
Depariment of Labor, p. 63 


introduce a Negro work group usually 
means the willingness to train it from 
scratch— without even a cadre of experi- 
enced workers to build upon. But em- 
ployers have no incentive to invest in a 
training program unless Negro labor is 
clearly superior to white labor at the pre- 
vailing wage rates. In a new plant any 
number of fortuitous circumstances may 
influence the racial employment pattern 
that emerges. Once, however, a particu- 
lar division of labor proves serviceable 
and takes the form of self-perpetuating 
white and Negro departments, it tends 
to persist until the local labor market is 
rudely shaken by war or depression. 

Moreover, when the shock is adminis- 
tered by war or the threat of war, Ne- 
groes are not even then the most promis- 
ing candidates for upgrading. As the 
quality of male white labor available at a 
given wage rate declines, a southern em- 
ployer reacts by exploring the possibility 
of upgrading white women, since they 
can be fitted into his labor force far more 
easily than Negro men. Hence during 
World War II Negro gains in the South 
were confined largely to those jobs which 
white women were unable or unwilling 
to handle."* 

Then, again, even if an employer is 
moved to consider the greater use of 
Negro labor, he faces the cost of a 
change-over. Unhappily, southern indus- 
try is characterized by an inverse cor- 

'§In South Carolina textiles, for example, where 
most jobs can be handled by women, the manpower 
shortage during World War II was met almost 
entirely by the upgrading of white women. From 
1940 to 1945 average monthly employment in the 
industry rose from 92,700 to 109,500. The percentage 
of white men employed fell 10.2 percentile points— 
from 62 per cent to 51.8 per cent. The share of 
work going to white women rose 9.1 percentile 
points—from 34 per cent to 43.1 per cent. 

The process of labor substitution in South Caro- 
lina manufacturing industries can be traced in detail 


over the last ten years in the Annual Reports of the 
South Carolina Department of Labor (1940-50). 
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relation between the incentive to upgrade 
Negro workers and the ability to bear the 
risk and expense of a training program. 
Negro work groups are demonstrably su- 
perior to white work groups only on un- 
skilled or semiskilled jobs at nonunion 
wages. But already the larger (and gen- 
erally more profitable) southern firms are 
either organized or reacting benevolently 
to the threat of organization. Thus, in 
textiles, only the marginal mills that still 
have a choice between Negro and white 
female help at 75 to 90 cents an hour ever 
consider the possibility of substitution. 
Mills that must pay a girl spinner or 
weaver $1.25 an hour obviously have no 
incentive to place Negro workers on pro- 
duction jobs. 

No one has ever supposed that the ob- 
stacles to Negro upgrading in the south- 
ern economy are not formidable.'' Never- 


In this connection some note must be taken 
of the factors which are usually cited as major 
obstacles to Negro upgrading in industry—the 
personal race prejudices of employers, their fear 
of giving offense to what they believe to be com- 
munity (i.e., white community) sentiment, and the 
ignorance of the unused skills and abilities of the 
Negro labor force. 

Again, if I may generalize from personal experi- 
ence, cases where employers deliberately sacrifice 
profits in order to indulge an animosity toward 
Negroes are extremely rare. (One learns to discount 
the virulent antiFEPC and antiNACP tirades 
brought forth by inquiries among employers on 
the use of Negro labor.) Examples of racial employ 
ment practices which are both unnecessary and 
uneconomic are more likely to be found in state and 
local government. Thus the city of Durham, in 
which Negroes comprise one-third of the labor force, 
uses white drivers on municipal garbage trucks at 
a higher wage than the Negro garbage handlers 
receive. 

The force of community sentiment (as inter- 
preted by employers) in conditioning the use of 
Negro labor is harder to gauge. And an estimate is 
rendered especially difficult by the fact that em- 
ployer incentive to upgrade Negroes and the local 
white public’s willingness to accept them as clerks, 
errand men, etc., rise and fall together. When up- 
grading occurs in a manpower crisis, it is usually ac- 
cepted without comment; when in ‘‘normal”’ cir- 
cumstances upgrading does not occur, it would lead 
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theless, the rigidity of established em- 
ployment patterns must be reconciled 
with the striking Negro gains in health, 
education, and self-confidence over the 
last half-century. Presumably, these ad- 
vances should have operated to improve 
the competitive position of Negro work 
groups in the market for unskilled and 
semiskilled manual labor (interracial 
‘competition being negligible at all other 
levels). The paradox is easily resolved by 
an examination of population trends and 
movements in the South. For forty years 
the outpouring of unskilled whites from 
rural areas has subjected Negro workers 
to intense competition for even the dirti- 


est jobs. (Neither race replaced itself by 


natural increase in the urban population 
over this period.) The urban population 
of the Census South, less Delaware, Okla- 
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homa, and the District of Columbia, rose 
from 5,645,000 in 1910 to 13,072,000 in 
1940; yet, despite the Negro flight from 
the land, the proportion of Negroes in the 
urban population fell from 30 to 25.2 per 
cent. If we further abstract Maryland, 
Texas, and Florida as atypical, the urban 
population of the South rose from 3,830,- 
000 to 8,035,000 over this period, while 
the Negro percentage fell from 34.6 to 
29.9 per cent. And both trends have con- 
tinued since 1940." 

Moreover, since migration is largely a 
phenomenon of population displacement 
through areas of ascending wage scales, 
it seems probable that Negro workers 
who left the urban South for the North 
and West were superior in economic com- 
petence (mainly through better educa- 
tion) to the whites who poured into the 
southern towns behind them." Southern 
industry, in fact, closely resembles a 
Widow's Cruse of manpower. Color lines 
in any given sector move back and forth 
as population movements alter the racial 
composition of the local labor force. And 
since the drawing and holding power of a 
southern town has usually affected white 
and Negro workers in roughly the same 
way if not to the same degree -we have 
still another reason for the rigidity of lo- 
cal employment patterns. 

In summary, then, given (a) the two 
primary restrictions on the use of Negro 
labor previously discussed and (6) the 
declining proportion of Negro workers in 

' For a discussion of recent population move 
ments into and out of the South (but without much 
attention to changes in the racial composition of the 
southern labor force) see Labor in the South (Bu 
reau of Labor Statistics Bull. 898 [Washington, 
1947], pp. 16-27) and State and Regional Varia- 


tions in Prospective Labor Supply (Bureau of Labor 
Statistics Bull. 893 [Washington, 1947) 

'® For an examination of the Census data relating 
to the South's loss of educated manpower through 
migration see Calvin B. Hoover and B Rate! 
ford, Re-ources aed Policte th 


New York, 1951), pp. 35-41 
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the southern labor force, a marginal anal- 
ysis suffices to explain why Negro occu- 
pational gains in the South were negli- 
gible before 1940 and why, in recent 
years, they have been confined largely to 
the isolated and dead-end jobs where di- 
rect personal competition between whites 
and Negroes is possible. It also points up 
the self-perpetuating wastefulness of a 
racial division of labor. So long as able 
Negroes cannot be fitted into predomi- 
nantly white work groups, they are 
strongly tempted to head North and 
West, where isolated and dead-end jobs 
are at least better paid. To the extent 
that they emigrate, the superior Negro 
work groups that must materialize before 
an established color line cracks do not 
come into being. At present the social 
cost of the southern employment pattern 
lies mostly in the export of Negro ability. 
But in time, of course, the difficulty of 
fitting whites into predominantly Negro 


work groups will also become a major 


source of waste. 

So far our discussion has presumed a 
nonunion labor market where wage rates 
are “‘given”’ and the employer, subject to 
the limitations of the southern employ- 
ment pattern, may choose between white 
and Negro work groups. What of collec- 
tive bargaining?"’ 

Union policy toward Negro labor in 
the South is inevitably conditioned by 
both the traditional egalitarian ideals of 
the labor movement and the regional bias 
against the “mixing of the races.’’ The 
influence of labor idealism is most appar- 
ent when political issues are discussed, 

17 The literature on Negroes in the labor move- 
ment is abundant but not illuminating. The best 
general treatment that I have come across is Herbert 
R. Northrup’s Organized Labor and the Negro; a valu- 


able earlier book is Sterling D. Spero and Abram L. 
Harris, The Black Worker (New York, 1931). 
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that is, southern unions regularly lobby 
for improved social services, protest in- 
fringement of civil liberties, and go down 
the line for the Fair Deal. But, on mat- 
ters that directly touch established color 
lines in industry, regional bias is the 
dominant ingredient for self-evident rea- 
sons. Within the union every effort is 
made to turn the blind eye to questions 
whose discussion might fan racial bitter- 
ness; and, since in locals with mixed 
membership union discipline is most 
easily maintained by respecting the sta- 
tus quo, collective bargaining commonly 
operates to freeze whatever racial divi- 
sion of labor prevails when a plant is first 
organized. 

This is not invariably the case. If 
Negroes are a weak minority in the local 

if, in fact, their support is not neces- 
sary for union success —their jobs may 
eventually pass to whites. Negro workers 
may be displaced deliberately by the 
adoption of an all-white admissions poli- 
cy or as the fortuitous consequence of 
union success in forcing wages to a level 
that gives the employer access to a better 
selection of white labor. Likewise, when 
a union high-wage policy provokes firms 
to hasten the introduction of labor-sav- 
ing machinery, the jobs which are most 
likely to disappear are those held by its 
unskilled Negro members. Witness the 
declining proportion of Negro members 
in the United Mine Workers'* and the 
Tobacco Workers International Union,'® 
probably the two most successful indus- 
trial unions active in the South. 

When maintenance of the racial status 
quo is an objective of union policy (or a 
condition of union success), it is effective- 

'* Cf. Herbert R. Northrup, “‘The Negro and the 
United Mine Workers of America,” Southern Eco- 
nomic Journal, IX (1943), 313-26. 

Cf. Charles S. Johnson, ‘‘The Conflict of Caste 


and Class in an American Industry,” American 
Journal of Sociology, XLII (1936), 55-65 
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ly secured by the negotiation of a shop 
seniority agreement. For when a plant is 
divided into shops for the reckoning of 
seniority as regards promotion, layoff, 


and call-back, shop lines are usually 
drawn to place as many white and Negro 
workers as possible on different seniority 
ladders. The plant acquires recognized 
white and Negro departments, and each 
race can be relied upon to protect its own 
domain. 

But the racial division of labor is not 
hopelessly petrified until the union 
adopts a policy of segregated locals for 
each organized plant. This ultimate 
rigidity has been achieved by the power- 
ful Tobacco Workers International 
Union,” which has organized white and 
Negro workers separately in most of the 
cigarette plants of the upper South. Ina 
plant controlled by this union through 
segregated locals, no job can cross the 
color line until the local having jurisdic- 
tion waives its rights; and, since no self- 
respecting local ever willingly waives ju- 
risdiction over anything, no jobs have 
permanently crossed the color line in 
these plants since the day of union recog- 
nition. 

So far, then, as Negro prospects are 
concerned, the union casts an ominous 
shadow in the South. At present no more 
than 5 per cent of the organized workers 
in the South are Negro, and the larger 
firms (two hundred or more employees) 
that offer the ripest plums to the organ- 
izers are mostly in textiles and furniture 
manufacture both predominantly white 
industries. A really successful organiza- 
tional drive would write finis to Negro 
prospects in southern manufacturing for 
many years to come. But, then, the diffi- 

® For an excellent account of the development of 
this union to 1940 see Herbert R. Northrup, ‘‘The 


Tobacco Workers International Union,” Quarterly 
Journal of Economics, LVI (1942), 606-26 
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culty of getting southern workers into 
disciplined locals makes rapid organiza- 
tion unlikely.” 

VI 

Our discussion has indicated, I believe, 
the relationship among the more con- 
spicuous features of the southern labor 
market, namely, the great variety of ra- 
cial employment patterns, the rigidity of 
color lines in particular firms and indus- 
tries, the continuing loss of Negro abili- 
ties to the North and West, and the fall- 
ing percentage of Negro workers in the 
urban labor force through the influx of 
whites from the rural areas. What of 
Negro prospects in the future? 

Assuming the persistence of the south- 
ern employment pattern, their outlines 
are clear enough. The improving health, 
education, and self-confidence of the Ne- 
gro population will continue to reduce its 
competitive handicap. The drift of indi- 
vidual Negro workers into isolated jobs 
will go on. Rough manual labor will fall 
increasingly to all-Negro crews; and the 
Negro foreman, now rarely found in a 
southern firm, will become fairly com- 
mon. Low-wage, marginal employers will 
occasionally transfer a few jobs from 
white to Negro work groups. In short, 
Negro upgrading in the near future will 
continue at its present snail's pace. 

In the distant future, when rural emi- 
gration has ebbed from its present flood 
proportions,” Negro workers will score im- 

Cf. Frank T. de Vyver, ‘‘The Present Status 
of Labor Unions in the South, 1948,’ Southern Eco- 
nomic Journal, XVI (1949), 1-22. De Vyver con- 
cluded that, if textiles are excepted, union member- 


ship rose no more rapidly in the South than else- 
where from 1938 to 1948. 


= By one Department of Labor estimate the 
‘“‘natural” replacement rate of the labor force (agri- 
cultural and industrial together) in the Census 
South was on the order of 168 between 1940 and 
1950; that is, without migration and ruling out 
changes in the labor supply induced by changes in 
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pressive gains even if the southern em- 
ployment pattern continues unchanged. 
(The net reproduction rate of rural 
whites in the Census South was still 
above 1.5 in 1935-40.) These gains will 
appear first in jobs whose skills can be 
acquired by formal schooling —typing, 
bookkeeping, nursing, etc. Color lines 
will show their greatest tenacity in the 
skilled trades and organized factory em- 
ployment. 
Vil 

Will the southern employment pattern 
persist into the foreseeable future? Es- 
chewing prophecy, let us ask instead: 
What factors affect the survival power of 
the two primary restrictions on the use 
of labor? 

The all-important variable is, of 
course, the level of employment in south- 
ern industry. No aspect of race relations 
in the South makes the mass upgrading 
of Negro workers “inevitable” in the 
short run; that is, neither the removal of 
discriminations enforced by law nor the 
spread of Negro voting will automatical- 
ly undermine color bars in industry. 

Georg Simmel suggested many years 
ago that urban life with its multiplication 
of impersonal contacts undermines the 
traditional forms of caste and class eti- 
quette; and certainly a comparison of 
race relations in urban and rural areas 
bears him out. But, while urban life in 
the South has made for a relaxation of 
segregation codes, the abandonment of 
the level of employment, 168 persons would have 
entered the labor force for every 100 who left it. For 
this period the estimated replacement rate was 118 
in the Census North and 107 in the Census West. For 
two states—North Carolina and South Carolina— 
the estimated natural rate of replacement over the 
decade was in excess of 200! (212 for North Carolina, 
214 for South Carolina.) See State and Regional 


Variations in Prospective Labor Supply (Bureau of 
Labor Statistics Bull. 893), pp. 6-7. 


courtesy titles, and less capricious law 
enforcement, it has not facilitated the 
making of interracial friendships. Urban- 
ization offers superior opportunities for 
occupational and spatial segregation, and 
it has, in fact, compartmentalized social 
life beyond anything known in the rural 
South.** This feature of urbanization, I 
believe, partly explains the gulf between 
“political” and ‘“‘economic’’ progress by 
Negroes in recent years. The impersonal- 
ity of urban life may make it easier for a 
Negro citizen to cast a ballot or bring a 
lawsuit; but it does not help him to es- 
tablish cordial relations with the whites 
in his shop or factory. Yet cordial rela- 
tions are an indispensable prerequisite 
for the mixed work group. 

Where an all-white work group has de- 
veloped a strong sense of solidarity, the 
introduction of a Negro worker is an ex- 
tremely tough proposition in the South. 
(Isolated textile mills with a “‘tied”’ labor 
force are a case in point.) Indeed, in this 
circumstance, it is not likely to be tried. 

But the increasing rate of labor turn- 
over that constitutes a manpower “‘short- 
age’’ weakens the group feeling against 
the admission of Negroes in at least two 
ways. It disrupts the informal friendship 
structure of the group itself and it even- 
tually confronts experienced workers 
with the necessity of accepting markedly 
inferior white replacements, working 
shorthanded, or admitting Negroes. In 
the face of these alternatives the re- 
maining members of the work group 
prove more willing to settle for the purely 
token distinctions of white supremacy. 
Racial solidarity in the South does not 
extend to doing another man’s work day 
in, day out. As noted earlier, skilled 
workers who form a stable work group 

*3 For a literary elaboration of this point see 


Wilbur J. Cash, The Mind of the South (New York, 
1946). 
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are generally adamant in their refusal to 
accept Negroes as colleagues, whereas 
among marginal white workers with a 
high rate of turnover (and little group 
identification) the prejudice against 
working with Negroes is often negligible. 

These observations apply to the possi- 
bility of modifying racial employment 
patterns already established. FEPC ex- 
perience indicated that on-the-job dis- 
crimination against Negroes is more easi- 
ly prevented than eliminated. If Negro 
workers are present in a shop from the 
opening day — and if they are introduced 
sufliciently favorable circum- 
almost any racial employment 


under 
stances 
pattern can be developed successfully. A 
labor shortage, of course, encourages em- 
ployers to consider the upgrading of Ne- 
gro labor in new factories and shops. 

In short, an extended dose of rearma- 
ment with conscription will see the end 
of many intrafirm segregation patterns 
long established in the South. But, short 
of war, the upgrading of Negroes through 
their integration into predominantly 
whitg work groups will not be spectacu- 
lar. Southern industry still has the most 
clastic supply of white labor in the coun- 
try, and the southern pattern of labor use 
permits far more substitution by work 
groups than employers have had an in- 
centive to attempt in the past. 

In any event, most proposals looking 
toward a wider range of occupational 
choice for Negro workers in the South 
tacitly assume the existing pattern of la- 
bor use. For the most part, these propos- 
als are of two types measures for im- 
proving the competitive position of Negro 
children through public education and 
measures for extending the range of Ne- 
gro opportunity by federal action. 

The case for education has been stated 
often enough, and economists at least 
have never doubted the connection be- 
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tween the skills acquired by formal 
schooling and the efficiency of human be- 
ings as factors of production.** Yet my 
analysis suggests that a wider range of 
occupational choice will turn more and 
more on equipping Negro work groups 
with the skills that are largely acquired 
by job experience. Better public educa- 
tion is the better hole only because there 
is no other in sight. 

Occasionally vocational training, de- 
spite its poor showing in the past, is still 
advanced as a means for securing Negro 
labor a foothold in the skilled trades. 
But, clearly, so long as individual Ne- 
groes cannot gain admission into white 
work groups, vocational training is both 
wasteful and a cruel hoax, unless it takes 
the form of providing Negro work groups 
to particular employers. This is equiva- 
lent to saying that the conditions for a 
successful training program are present 
only in a national emergency when a fed- 
eral agency superintends the recruitment 
and placing of manpower. Federal action 
to broaden economic opportunity offers 
a more promising line of action. 

Better education in a world of dis- 
crimination is perfectly calculated to en- 
courage the movement of able Negroes 
into the competitive federal civil service, 
as it has already done outside the South 
and in a few southern cities. Strict en- 
forcement of the federal merit regula- 
tions would annually open hundreds of 
positions to Negroes in the southern re- 
gional offices of federal agencies, and im- 
provement is possible wherever federal 
appropriations are disbursed. So far as 
private employment is concerned, gen- 

*¢ For a recent reaffirmation of the tie with re- 
spect to the South (but without reference to Negro 
employment problems) see Tipton R. Snavely, 
“The Place of Education in the Developing Eco- 


nomic Structure of the South,” Southern Economic 
Journal, XIII (1947), 404-15. 
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erous tax allowances for employee-train- 
ing programs might do something to en- 
courage the introduction of Negro work 
groups. 

This paper ends, then, on a note of 
modest optimism only. Given the high 
rate of replacement in the white labor 
force, the high elasticity of the white la- 
bor supply available to southern industry 
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(especially among white women), and the 
continuing heavy loss of above-average 
Negro labor to other areas, the southern 
employment pattern will persist into the 
foreseeable future. Within this pattern, 
the slow, scarcely perceptible, upgrading 
of Negro workers and work groups will 
continue through the types of labor sub- 
stitution earlier described. 
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I. INTRODUCTION 


ost economic historians are all 

too familiar with the fact that 

during the sixteenth, seven- 

teenth, and eighteenth centuries the rate 
of diffusion for new processes and new 
machines in any given industry was pain- 
fully slow within a country and even 
slower between countries. At least thir- 
ty-five years after Abraham Darby had 
successfully burned coke in his iron- 
smelting blast furnace, for example, 
many English smelters were under the 
impression that only wood could be used. 
krenchmen first melted glass in coal 
furnaces almost a century after an Eng- 
lish innovator had done so, and they ac- 
quired the secret of making flint or lead 
giass from the English after a lag of more 
than a century and a half. Improvements 
in intercommunication channels, the de- 
velopment of an international science 
and technology, the closing of techno- 
logical gaps between areas in Western 
civilization, the realization on the part of 
entreprencurs and governments of the 
ultimate futility of trying to keep certain 
methods secret and their subsequent rec- 
ognition of the desirability of relying 
upon patent protection instead, and the 
shift in modern technology from primary 
emphasis upon personal skills and crafts- 
\manship to impersonal machine proc- 
1A fellowship awarded by the John Simon Gug 
genheim Memorial Foundation for 1948 49 and ad 
ditional assistance from the Bureau of 


Business and Economic ResearcRygt the University 
of California financed the collection of the data 


financial 


utilized in this study. 


esses--all these help to account for the 
speeding-up of the diffusion process dur- 
ing the last hundred years. Consequent- 
ly, the migration of individuals, groups 
of craftsmen in particular industries, or 
religious or political minorities who rep- 
resent a variety of economic activities 
and, sometimes, a ‘“‘way of life’? has de- 
creased in relative importance as a meth- 
od of diffusing technology. Furthermore, 
since diffusion by migration is more dis- 
ruptive of social processes and hence 
more likely to leave distinct traces for 
subsequent investigators to follow than 
is the more normal, continuous process 
which I have elsewhere called, for want 
of a better term, ‘‘diffusion by radia- 
tion,” there is the possibility that eco- 
nomic historians have overestimated the 
role of migration in western Europe even 
for the centuries preceding the nine- 
teenth. This observation, of course, is in- 
tended in no way to belittle the conse- 
quences of various migrations which 
have actually transpired but rather to 
suggest that the number of significant 
migrations has probably been too small 
to account for most of the diffusion which 
has occurred. 

One of the mass movements of people 
who in recent centuries have carried su- 
perior skills and processes from one coun- 
try to other areas which were in some re- 
spects “backward” was the exodus of the 
Huguenots from France, preceding and 
following the revocation of the Edict of 

2“Minority Migration and the Diffusion of 


Technology,”” Journal of Economic History, XI 
(1951), 347-60. 
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Nantes. A study of this movement may 
throw some light on the effectiveness of 
any minority migration as a diffuser of 
technology. The Huguenots had engaged 
in finance, commerce, and many different 
industries in France and had developed a 
different attitude to economic activity 
than had most I'renchmen. They settled 
abroad in large enough groups to make it 
comparatively easy for them to retain 
and propagate their various attitudes 
and institutions. They carried with them 
skilled manpower, technical know-how, 
and some liquid capital rather than spe- 
cific machines or other capital goods. On 
the whole, the governments of most host 
areas warmly welcomed them, gave them 
extensive privileges, and in other ways 
facilitated their efforts to transplant new 
processes. On the other hand, however, 
the Huguenots showed a tendency to- 
ward clannishness, and their new neigh- 
bors frequently manifested resentment 
of their financial success, favored posi- 
tion, and foreign attitudes. These devel- 
opments naturally constricted the chan- 
nels of communication between the two 
groups. The technological gap separating 
some of the host areas from France was 
great enough to form a real obstacle to 
rapid and thorough diffusion, whereas in 
other areas the gap was easily bridged. 
And, finally, it is significant that the 
Huguenots in France had become a 
penalized minority and that many of 
them eventually emigrated primarily be- 
cause of religious rather than economic 
differences. 

When King Henry IV signed the Edict 
of Nantes in 1598, he ended a long period 
of civil and religious warfare which had 
devastated large portions of France since 
1562. The truce remained more or less in 
effect until October 18, 1685, when 
Louis XIV issued his famous edict re- 
voking the one issued at Nantes. For al- 


most a century, therefore, Protestants in 
France enjoyed— in principle, at least- a 
large measure of religious freedom and 
equality of opportunity with other citi- 
zens in economic and political affairs. 
The peace, temporarily broken in the 
1620's during the reign of Louis XIII, 
was re-established by the Edict of Alais 
(1629), after Richelieu successfully be- 
seiged the Protestant stronghold of La 
Rochelle. At that time the Protestants 
lost their right to maintain several forti- 
fied cities, but Louis XIII confirmed 
their other privileges in perpetuity. A 
long series of decrees and various govern- 
ment actions, promulgated after Louis 
XIV reached his majority in 1661, seri- 
ously abridged these privileges. The 
Protestants saw many of their temples 
and places of worship destroyed on mere 
technicalities, their membership in vari- 
ous guilds and crafts denied, and their 
eligibility to hold government and public 
offices withdrawn by new requirements 
that officeholders be Catholic. The gov- 
ernment and clergy, furthermore, initi- 
ated in 1681 an intensive campaign to 
“convert”’ all Protestants. A four-year 
reign of terror ensued. French dragoons, 
temporarily idled by the cessation of war 
with foreign countries, were put to work 
as “booted missionaries” and whetted 
their courage by torturing defenseless 
Huguenots into a recognition of the 
“errors” of their religion. Despite the ob- 
vious deterioration of their position in 
the decades immediately preceding the 
revocation of the Edict of Nantes, the 
Protestants technically still retained 
most of the rights and privileges which 
Henry IV, Louis XIII, and even Louis 
XIV had guaranteed them in perpetuity. 

Meanwhile, the composition of the 
Protestant group had undergone a sig- 
nificant change. During the sixteenth 
century many of the nobility—perhaps 
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as many as 40 or 50 per cent at one time 
or another had broken with the Catholic 
church and joined forces with the Protes- 
tants in the hope of capitalizing upon the 
political weaknesses of the Crown. The 
Religious Wars, ending in 1598, had de- 
veloped no less out of the struggles of 
powerful nobles to resist all attempts to 
concentrate authority in a strong central 
government than out of the conflict over 
religious dogma and practice. As the 
Bourbon dynasty succeeded in establish- 


ing its principles of absolute monarchy 


while maintaining a semblance of reli- 
gious tolerance in the seventeenth cen- 
tury, most of these nobles gradually de- 
serted the Protestant cause, returned to 
Catholicism, and either worshiped at the 
shrine of Louis XIV at Paris and Ver- 
sailles or sank into political oblivion and 
lived as rather inconsequential agricul- 
tural lords in the provinces. Those Prot- 
estants who remained staunch in their 
faith were chietly peasants, especially in 
southern) France, or the 
bourgeoisie in several important towns 


members of 


and cities 

It is doubtful whether French Protes- 
tants at any time made up much more 
than 10 per cent of the total population. 
F-mile Levasseur, still one of the best 
authorities on French population, sug- 
gested that in 1600 there may have been 
about 20,000,000 people living within the 
area roughly equivalent to present-day 
France and that around 1698. 1700, when 
anything like a nation-wide census was 
first undertaken, the number was ap 
proximately 21,136,000% Estimates as to 
how many of these people were Protes- 
tant vary considerably.* A conservative 

*Emile Levasseur, La Population francaise. 1 
Paris, 1889), esp. 194 247, 284-88. See J. J 
Depopul Durham, 
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figure would probably fall between 
1,500,000 and 2,000,000 persons.’ One 
must remember, however, that the Hu- 
guenots were more important in the 
French economy than their relative num- 
ber alone would suggest. This was true 
for at least two reasons. First, they were 
concentrated in certain provinces and 
cities where they constituted more than 
10 per cent of the local population ; and, 
second, those who were members of the 
bourgeoisie appear to have dominated 
many local industries and branches of 
trade and to have been among the 
wealthiest and most industrious of 
France's middle class. 


* One of the first objective students of the revoca- 
tion, Claude-Carlomau de Ruhliére, in his Eclaircis- 
sements historiques sur les causes de la révocation de 
l' Edit de Nantes, et sur l'état des protestants en France, 
depuis le commencement du Regne de Louis XIV, 
jusqu’d nos jours (new ed.; Geneva, 1788), I, 125 
26, admitted that no one knew and probably never 
would know the exact number of Protestants and 
that, while many persons set the number at 2,000,- 
000, some Catholic persecutors and apologists denied 
that there had ever been more than 600,000. The in- 
tendant Baville, for example, stoutly maintained 
that in 1685 there were only 650,000 Huguenots 
(Abbé J.-B. Rouquette, Etudes sur la Révocation de 
I’ Fidit de Nantes en Languedoc (Paris, 1908), ITI, 20). 
Elie Benoit, in the Preface to Volume III of his 
Histoire de UV Edit de Nantes, contenant les choses les 
plus remarquables qui se sont passées en France avant 
et apres sa publication ... jusques Edit de Révca- 
tion en Octobre, 1685 (Delft, 1693-95), spoke of 
2,000,000 Huguenots; Pierre Jurieu in 1682 gave the 
same figure (Les Derniers efforts de l'innocence af- 
fhigée [4th ed., 1682], pp. 25, 32, as quoted in the 
Bulletin de la société de histoire du protestantisme 
francais {hereinafter cited as “BSHPF"’), LXIII 
LXIV, 182); and one N. de la Mare, a commissioner 
of the ChAtelet in Paris, on October 6, 1680, stated 
that the census of French Protestants which he had 
conducted the previous year revealed 1,700,000 (N 
Weiss, “Le Nombre des prétendus Réformés six ans 
avant la Révocation, lettre de N. de la Mare,” 
BSHPF, XXXVII, 28-31). If one would suspect 
Benoit and Jurieu of exaggerating the number of 
their fellow-Protestants, one could equally suspect 
De la Mare of understatement. John Locke in 1676 
thought one-sixteenth of France’s population was 
Protestant (Life and Letters of John Locke [2 vols.; 

as quoted in BSHPF, LVIII, 421); the 
Abbé Novi de Caveirac, obviously intent upon justi 


Scarcely any two authorities agree as 
to how many of these 1,500,000 or 
2,000,000 Huguenots emigrated between 
1680 and 1720. Antoine Court, one of the 
most famous French Protestants in exile, 
stated in 1753 that “‘more than 800,000” 
left and in 1756 that the number who fled 
from 1685 to 1756 was greater than 
2,000,000.° Several others, writing at one 
time or another in the seventeenth, eight- 
eenth, nineteenth, and twentieth cen- 
turies, give what they consider to be firm 
estimates which vary from 500,000 to 
1,500,000.7 At the other extreme, the 
Duke of Burgundy confidently reported 


fying the revocation, gave the number as only 
1,000,000 in one of his works (A pologie de Louis XIV 
et de son conseil, sur la révocation del’ Edit de Nantes, 
etc. |s.., 1758], pp. 72 ff.) and accepted the usual 
estimate of 2,000,000 in his other book (Mémoire 
politico-critique, ou l'on examine s'il est de l'intérét de 
VEglise et de UEtat d’établir pour les Calvinistes du 
Royaume une nouvelle forme de se marier |{s.l., 
1756], p. 10). Among those writing in the nineteenth 
and twentieth centuries, David C. A. Agnew (Prot- 
estant Exiles from France in the Reign of Louis XIV, 
etc. (2d ed.; London, 1871-74], I, 7), Léonce Anquez 
(De UV Etat civil des réformés de France |Paris, 1868), 
p. 65), Courtisigny (BSHPF, XXXVII, 537); Hel- 
mut Erbe (Die Hugenotten in Deutschland |Essen, 
1937], p. 15), and Numa Recolin (La Révocation de 
V Edit de Nantes et ses con séquences |Paris, 1885], p. 4) 
all accept from 1,500,000 to 2,000,000. Charies 
Weiss, the first scholar to study seriously the eco- 
nomic consequences of the revocation, gives an esti- 
mate of 1,000,000 in one article (“Appréciation géné- 
rale de l'influence des réfugiés protestants dans les 
pays étrangers et des conséquences de la révocation 
de l’édit de Nantes pour la France,’’ Séances et 
travaux de |’ Académie des sciences morales et poli- 
tigues, XXVI [1853], 434), and an estimate of 
1,500,000 in another article (“Mémoire sur les pro- 
testants de France au XVII* siécle,” sbid., XX 
{1851}, 113). 

§ Around 1660 France may have had the largest 
number of Protestants in her history. Conversions 
and sporadic migrations had certainly reduced the 
maximum figure by 1680 and 1685. 

* Letire d’un patriote sur la tolérance civile des 
protestants de France et sur les avantages qui en ré- 
sulteroient pour le royaume (s1., 1756), p. 12; Le 
Patriote francois et impartial ou réponse @ la lettre 
de Mr. l’évéque de d’Agen & Mr. le controleur général 
contre la Tolérance des Huguenots, en datte du 1 mai 
1751 (new ed.; Villeiranche, 1753), I, 379. 
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that the statistics gathered by agents of 
his grandfather Louis XIV revealed that 
the total emigration, at the most, 
amounted to only 67,732 persons.* And 
the Abbé de Caveirac asserted in 1758 
that not more than 50,000 Protestants 
left France.’ None of these estimates 
should be accepted as reliable. It is my 
personal opinion, based upon an evalua- 
tion of these and other calculations made 
by more than a hundred authors as well 
as upon the inferences I have drawn from 
the scattered statistics in contemporary 
manuscripts, that approximately 200,000 
Frenchmen sought haven in foreign 
countries as a result of events preceding 
and following the revocation. This would 
mean that about 10 per cent of the Prot 

estants in France, or only 1 per cent of 
the total population, fled during 1680 

1720. They settled in nearly every quar- 
ter of the globe, but the vast majority 
found homes and various employments 
in England, Ireland, Holland, Germany, 
and Switzerland. It is the purpose of the 
present paper to examine the effects 
which these refugees had on the econom- 
ic development of these five countries 
which offered them haven. 


Il. THE HUGUENOTS IN ENGLAND 


Unfortunately, at the present time, 
one can estimate only roughly the num- 


7 It would be pointless to cite all the references at 
this time. Three will suffice to illustrate the point. 
Charles Ancillon (La France intéressée @ rétablir 
V'Edit de Nantes |[Amsterdam, 1690), p. 62) stated 
that 1,000,000 fled; Erman and Reclam (Mémoires 
pour servir a l'histoire de réfugiés francois dans les 
états du Roi {9 vols.; Berlin, 1782-99], 1, 177) thought 
that a third of the two or three million Protestants 
in France escaped; and A. Rebélliau (Histoire de 
France illustrée depuis les origines jusqu’d la révolu 
tion, ed. Ernest Lavisse |Paris, 1911], VIII. Part I, 
343) concluded that the refugees “perhaps can be 
numbered at close to 1,000,000.” 

* Quoted by Charles Read, “L’Opinion du duc de 
Bourgogne sur la question protestante et le rappel 
des huguenots (1710)” BSHPF, XLI, 347 

A pologie de Louis XIV, pp. 72 ff. 
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ber who fled to England. A group asking 
for financial aid from King William in 
1694 stated that there were already 
33,000 Huguenots in his realm and that 
more were arriving daily from Germany 
and Switzerland.” Gilbert Burnet, bish- 
op of Salisbury, after traveling in France 
following the revocation and seeing the 
misery there, wrote that from 40,000 to 
50,000 refugees had settled in England." 
Two Frenchmen, Anisson and Fenellon, 
in their “Mémoire sur la négotiation 
faite 4 Londres pour le traitté de com- 
merce en années 1713 et 1714,”’ bewailed 
the fact that a very large number of their 
countrymen had settled in England and 
stated that “one estimates that the 
lhrench who are in and around London, 
together with their children born since 
their retreat, amount to 90,000 souls.”"” 
Both MacPherson and Anderson be- 
lieved that around 50,000 settled in Eng- 
land proper.’® It has been definitely es- 
tablished that there were about thirty 
Huguenot churches in and around Lon- 
don at the turn of the century ;'* and, ac- 
cording to what information is available, 
it seems that the number of refugees re- 
ceiving financial aid each year varied 

George B. Beeman, “Notes on the City of Lon 
don Kecords Dealing with the French Protestant 
Refugees, Especially with Reference to the Collec 
tions Made under Various Briefs,” Proceedings of the 
Huguenot Society of London |hereinafter cited as 
“PHSL"|, VIL, 139, 1; 


lectes nationales anglaises en faveur des réfugiés 
protestants 


1681. 1699),"" BSH PF, XLI, 323 


César Pascal, “Les Col 


VWémoires pour servir l'histoire de la Grande- 
Bretagne sous les régnes de Charles 11 et de Jac ques il 
avec une Introduction, depuis le Commencement du 
Regne de Jacques 1, jusqu’'au Rétablissement de la 
Famille Royale, I (The Hague, 1725), 93 


Archives Nationales, G? 1704 


‘Adam Anderson, Am Historical and Chrono- 
logical Deduction of the Origin of Commerce, from the 
harliest Accounts ete., 1 (London, 1801), 569; James 


MacPherson, The History of Great Britain from the 
Restoration to the Accession of the House of Hannover 
(London, 
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from approximately 9,000 in 1687 to 
around 2,500 in 1693 and 1696 and to 
about 7,000 in 1721." The broad figure of 
from 20,000 to 50,000 would be a cau- 
tious estimate of the number who settled 
throughout England, and I personally 
believe it most likely that an actual 
count would have placed the figure some- 
where between 40,000 and 50,000." 
Professor Lipson has suggested that 
Englishmen were less hostile to immi- 
grants after the Restoration than they 
had been during the sixteenth century 
and first part of the seventeenth century 
because of a growing belief that their 
country was underpopulated.” They oc- 
casionally complained loudly that the 
foreigners engaged in unfair competitive 
practices, but on the whole the populace 
joined with the Crown in extending them 
a welcome. As early as February 9, 1666, 
Charles II had declared from Whitehall 


“Fernand de Schickler, Les Eglises du Réfuge 
(Paris, 1882), p. 102; Emile Lesens, Le Protestan- 
tisme dans le pays de Caux (ancien colloque de Caux, 
Havre et Dieppe exce pté), ed. Victor Madelaine (Par- 
is, 1906), p. 210; C. Weiss, Histoire des réfugiés pro- 
testants de France depuis la révocation de I’ Edit de 
Nantes jusqu’é nos jours (Paris, 1853), 1, 274-76; 
Henry J. Cowell, The Edict of Nantes and After- 
wards: The Story of the Huguenots, 1685-1935 (2d ed.,; 
London), p. 12. Weiss thinks that only about a third 
of the refugees settled in the immediate vicinity of 
London. 

% Beeman, op. cit, PHSL, VIL, 139-40. In the 
single month of November, 1687, there may have 
been as many as 15,500 in London receiving charity 
(Frank Puaux and A. Sabatier, Etudes sur la révoca- 
tion del’ Edit de Nantes {Paris, 1886], p. 4, n. 2). 


‘6 Bonrepaus, Louis XIV’s emissary who was to 
persuade as many as possible to return to their na- 
tive land, wrote from London on March 11, 1686, 
that “around 4,500” had arrived in England since 
1682 (Archives du Ministére des Affaires Etrangéres, 
Ancien fonds, “Angleterre,"’ registre 157, fol. 90). His 
figure, based on the number seen attending churches 
where services were conducted in French, appears 
wholly unreliable. Bonrepaus, like most agents of his 
king, had important reasons for underestimating the 
effects of the revocation. 


'TE. Lipson, The Economic History of England 
(4th ed.; London, 1947), III, 57-59. 
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that he would protect the property and 
person of any Frenchman—especially 
those of the “religion reputedly re- 
formed’’—-who sought refuge in Eng- 
land."* In 1672 he invited any Dutchman 
who wished to migrate and even intro- 
duced a bill into Parliament for natural- 
izing all Protestant immigrants.’ Shortly 
after the dragoons were unleashed in the 
province of Poitou for the purpose of 
forcibly converting all Huguenots there, 
Charles II issued another declaration on 
August 28, 1681." He promised that all 
Protestant refugees would be welcomed 
and allowed to follow the commerce, arts, 
and trades which the laws of the realm 
permitted; that he would introduce at 
the next session of Parliament a bill 
which would naturalize them; that they 
would be subject to only those duties and 
taxes which other citizens paid; that they 
might send their children to English 
schools and colleges on the same footing 
as others; that they might import all 
their possessions duty free; that he would 
soon order the raising of a general fund to 
aid the most needy; and that his officials 
at the ports of debarkation would issue 
them passports free of charge. His broth- 
er James II had strong Catholic tenden- 
cies and ties with Louis XIV and hence 
was not very sympathetic. Public senti- 
ment, however, was so strongly in favor 
of the refugees that even he acknowl- 
edged to representatives from the French 
Court that he did not dare display openly 
his true feelings.” He confirmed the priv- 
1M. Naert, “Les Huguenots du Calaisis au 
XVII* siécle,”” BSH PF, LXIM-LXIV, 332, n. 1. 

1 Lipson, op. cit., III, 60. 

2 Bibliothéque Nationale, Fonds francais, MS 
21616, fols, 349-50. This was published in the Lon- 
don Gazette on September 12. 

% Archives du Ministére des Affaires Etrangéres, 
Ancien fonds, “Angleterre,’’ especially registres 156, 
fol. 46, and 157, fol. 28. James II ordered Jean 
Claude’s indictment of Louis XIV (Les Plaintes des 
protestans, cruellement op primes dans le Royaume de 
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ileges granted by Charles and in March, 
1686, permitted another fund-raising 
drive. As soon as William and Mary 
ascended the throne following the 
“Bloodless Revolution,”’ the king on 
April 25, 1689, declared that “all French 
Protestants that shall seek their refuge in 
our Kingdom shall not only have our 
Royal protection for themselves, fami- 
lies, and estates, but we will also do our 
endeavor in all reasonable ways and 
means so to support, aid and assist them 
in their several trades and ways of liveli- 
hood as that their living in this realm 


may be comfortable and easy to them.’ 
The king was unable, however, to per- 
suade Parliament to pass a bill granting 
them citizenship. This was accomplished 
under Queen Anne in 1709.%8 

The various fund-raising campaigns 
authorized by the Crown in 1681 and 
subsequently for the purpose of aiding 
needy refugees yielded approximately 


France (Cologne, 1686]) publicly burned, and he is- 
sued a guo warranto against a French church in Lon- 
don ordering it closed unless its ritual was made to 
conform to that of the Anglican church. Since it was 
generally thought that the Huguenots would refuse 
to change their ritual, it was suggested that James 
could employ the quo warranto to close all French 
churches and thereby drive the refugees, whom he 
considered his enemies, out of the realm (Domestic 
State Papers, William and Mary, Bundle 42, p. 340, 
as reprinted in PHSL, U1, 449-50). 


Bibliothéque Nationale, Fonds francais, MS 
7044, fol. 278; Grace Lawless Lee, The Huguenot 
Settlements in Ireland (London, 1936), p. 17. 


3C. Weiss, ““Mémoire sur les protestants,”’ op 
cit., XX, 263. It is worth noting, also, that the Eng- 
lish ambassadors at Paris aided many Huguenots to 
escape by taking them to England as their personal 
servants or by forging passports for them (Emmanu- 
el-Orentin Douen, La Révocation de I’ Edit de Nantes 
6 Paris d’aprés des documents inédits |Paris, 1894), II, 
430). A French intendant complained that the Eng- 
lish circulated tracts in his province which promised 
great advantages to those who would flee to the 
English colonies in America, especially to the Caro- 
linas (L.-J. Nazelle, Le Protestantisme en Saintonge 
sous le régime de la Révocation, 1085-1789 |Paris, 
1907], p. 39). 
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£90,0002" and Parliament in 1696 voted 
toward relicf a sum of £15,000 a year, but 
relief was rarely distributed.” The re- 
ports of those who eventually abjured 
Protestantism and returned to France, to 
the effect that 10,000 or more refugees 
had died in England from starvation, 
fatigue, and change of climate,” are not 
credible. After all, Louis XIV’s agent 
Bonrepaus had to admit that he had suc- 
ceeded in persuading and bribing only 
507 of them to return to their homeland 
from January to May, 1686.7" If condi- 
tions in England had really been ter- 
rible, his efforts doubtless would have 
met with greater success. 

What effect did these 20,000--50,000 
or, more likely, 40,000. 50,000 refugees 
have upon the English economy? What 
branches of old industries and which new 
industries, if any, did they introduce? 
What technology did they diffuse? Did 
their immigration constitute, as Lipson 
has suggested,” “the third great land- 
mark in the industrial history of Eng- 
land?"’ A survey of the various industries 
benefited by the Huguenot migration 
may shed some light on these and similar 


questions. 


4 Reeman, op. cit., PHSL, VIL, 109; William A 
Shaw, “The English Government and the Relief of 
Protestant Refugees,’ PHSL, V, 343-48; César 
Pascal, ep. at., BSHPF, XLI, 329. I believe that 


Pascal counted the proceeds obtained as a result of 


the 1686 87 collection twice, since his total is about 
£63,000 greater than the figures presented by the 
two English authors 


343-48; Agnew, op. cit., 1, 62 


Shaw, op 


* See, e.g., Bibliotheque Nationale, Fonds fran- 
cais, MS 7044, fol. 109. That there was much suffer 
ing and physical hardship is indisputable; and it may 
been true in the eighteenth century in 
when an Englishman wished to 


well have 


; pola es that 


Variou 

insult a naturalized person of French origin, he 
called him son-of-a-refugee’’ (De Caveirac, 
Mémoire politico-critique, p. 131, n. 1) 


27 Archives du Ministére des Affaires Etrangéres, 


Ancien fonds, “ Angleterre,”’ regisire 157, fol. 139 


cit, I, 


SCOVILLE 


France had long enjoyed a compara- 
tive advantage over northern European 
countries in the production of fine silk 
fabrics, particularly those of luxury-qual- 
ity; and England had long been anxious 
to free herself from dependence upon 
manufacturers at Tours, Nimes, and 
Lyons. Although she had made some silk 
since about the beginning of the seven- 
teenth century and had more than 
40,000 members of the silk-throwsters 
guild in 1661,** England imported from 
France each year large quantities of lus- 
trous taffetas and other fine silks. For ex- 
ample, after James II persuaded Parlia- 
ment to repeal its 1678 prohibition 
against French imports, English pur- 
chases of lustrings, alamodes, and other 
silk fabrics averaged more than £700,000 
a year in 1686-88.*° All refugees skilled in 
preparing and manufacturing silk conse- 
quently were cordially welcomed when 
they settled at Blackfriars in Canterbury 
and at Spitalfields in London. 

The Royal Lustring Company, char- 
tered in 1692,*' is said to have had 768 
looms at work in Ipswich and London by 
1695." French refugees were among its 
founders and provided much of its 
skilled labor and management. Aided by 
the war which had cut off French im- 
ports after 1689, by an annual subsidy 
from King William, by an increase in im- 
port duties which were said by French 
silk manufacturers at Lyons to have 

W. H. Manchée, “Memories of Spitalfields,’ 
PHSL, X, 318 

Anderson, op. cét., IT, 571. 


® A group of English and French promoters, who 
had a few years earlier obtained a patent to manu- 
facture alamodes and lustrings, made no use of their 
grant before they sold it to the new entrepreneurial 
group (Vincent B. Redstone, “The Dutch and 
Huguenot Settlements of Ipswich,’”” PHSL, XU, 
201-2). 


® Jhid.; W.H. Manchée, “Some Huguenot Smug- 
glers: The Impeachment of London Silk Merchants, 
1698,”" PHSL, XV, 423. 
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amounted to about 53 per cent of the 
value of taffetas, and by an act of Parlia- 
ment in 1697 which prohibited all im- 
ports,** the company prospered. Its 
shares increased in value as long as the 
contémporary South Sea Bubble lasted, 
but, after the bubble burst in 1720, the 
Royal Lustring Company failed. Of 
course, it had not been the only silk man- 
ufactory in England. As a matter of fact, 
thirty-eight mercers and manufacturers 
in the industry— including many Hugue- 
nots—combined in their fight with the 
company around 1693 and with the con- 
nivance of Frenchmen at Lyons tried to 
smuggle French silk into the English 
market.** They were brought to trial in 
1698, and surveillance at the ports was 
increased enough to make smuggling 
very difficult. 

Two Huguenot workmen, father and 
son, by the name of Mongeorge, had 
escaped to England with the secret of 
how to give a lustrous sheen to taffeta. 
Although the French ambassador per- 
suaded them to return to France, the son 
regained England in 1688 disguised as an 
Italian.* In this way, the English pre- 
sumably acquired this highly prized tech- 
nique of the Lyons industry. Other refu- 
gees introduced new methods for throw- 
ing silk, new designs for damasks and 
other figured patterns, special knowledge 
of dyeing and finishing the cloth, im- 
provements in ribbon-weaving and knit- 
ting silk stockings, and considerable skill 
in working the looms and supervising all 
activities in the trade. All these tech- 
niques, chiefly of the handicraft variety, 

33 Bibliothéque Nationale, Fonds francais MS 
4288, fols. 118-19; Manchée, op. cit., PHSL, XV, 
411; Anderson, op. cit., II, 598; Redstone, of. cit., 
PHSL, XII, 201-2. 


Manchée, of. cit., PHSL, XV, 412 Archives 
Nationales, 1685 


Manchée, of. cit... PHSL, XV, 409 


were closely guarded secrets of French 
manufacturers; and it would have been 
more difficult and taken longer for the 
English to have acquired and mastered 
them without the immigration of skilled 
artisans. 

The English silk industry, prior to 
1680, had been declining steadily for 
about two decades. With the advent of 
the Huguenots, it increased rapidly in 
importance, first at Canterbury and then 
in the Spitalfield district of London.” 
Contemporary Frenchmen actually be- 
came alarmed lest they lose for all time 
the English market for their silks. While 
admitting that the newly established 
works in and around London were not 
yet able to produce as lustrous black taf 
fetas and as fine grades of brocades, sat- 
ins, and ribbons as the industry around 
Lyons, they feared that eventually con- 
sumers would become accustomed to the 
“inferior’’ English product and forget all 
about the more stylish French models; 
that the cheaper foreign fabrics might 
even be imported into France and conse- 
quently undermine by their cheapness all 
standards of quality there; and that the 
English factories, once established, would 
finally succeed in acquiring all the trade 
secrets and eventually produce just as 
good silk as the French.*’ 

*C. Weiss, Histoire des réfugiés, 1, 322 ff.; Ander 
son, op. cit., II, 569; Agnew, op. cit., II, 134-36; 
Reginald Lane Poole, A History of the Huguenots of 
the Dispersion at the Recall of the Edict of Nantes 
(London, 1880), p. 83; Samuel Smiles, The Hugue 
nots, Their Settlements, Churches, and Industries in 
England and Ireland (6th ed.; London, 1889), p. 271, 
Beeman, of. cit., PHSL, VII, 147. According to 
Weiss, a European traveler maintained in 1730 that 
any merchant trying to sell silks in Naples usually 
maintained that they were of English origin in order 
to attract customers. Anderson, writing in 1801, 
claimed that English broadsilk “outdid”’ the French, 


and for this he largely credited the Huguenots (of 
cit., IT, 597) 


*’ Archives Nationales, G’ 1685, 1692, 1701 
(vegistre, fol. 136); Bibliothdque Nationale, Fonds 


-_ 


WARREN C 


The Huguenots also fortified other 
branches of the English textile industry. 
In 1681 and 1685 two shops were opened 
in Ipswic h so that the refugees could 
make white linen fabrics for the East In- 
dian trade and for sailcloth.** Since the 
French had formerly supplied these com- 
modities, Louis XIV was much disturbed 
lest the new manufactories absorb a ma- 
jor part of the English market. He en- 
couraged his agent, Bonrepaus, to do his 
utmost in persuading the refugee workers 
to return to Normandy and Brittany. 
Bonrepaus reported in 1686 and 1687 
that he had succeeded in ruining these es- 
tablishments by getting most of the refu- 
to return” Nevertheless, sailcloth 
and white linen works later reappeared at 
Ipswich and elsewhere, and English im- 
ports of these fabrics from France sup- 


pees 


plied a smaller share of the domestic 
market than had been the case before 
1080. In other places refugees taught 
Englishmen to the finest 
vrades of woolens and velvets and how to 


how make 
weave such linens as batiste patterned 
after that produced at Cambrai.” At 
edinburgh, Scotland, large numbers of 


MSS 4288, fols 
See also A.M 


118 19; 7044, fols. 279-83 
de Boislisle, Correspondance des con 


s généraux des tnances avec les intendants des 


provinces, IL (Paris, 1883), 488 89 
™( Weiss, Histoire des réfugiés, 1, 328-29; C 
Weiss, “Mémoire sur less protestar op. cit., XXI, 
74 76; Beeman, ep. at., PHSL, VU, 145-47; W 
Cunningham, Alien Immigrants to Fneland (London, 
1897), ». 240; Bodleian Library (Oxford), Rawlinson 
WSS. OR4 89 (reproduced by N. Weiss in 

BSHPE, XXNIV, 277 

Archives du Ministére des Affaires Etrangéres, 
incten fonds,“ Angleterre,”’ registres 157, fols. 61, 
09, 135, 163, fol. 100; Redstone, op. cit., PHSL, XI, 
nrepaus carefully insisted that not all the 


183 
| workers had left France because of religion but 


that many Catholics had sought employment in 
England because of depressed conditions at home 
We ire des réfugiés, 1, 331; C Weiss, 
re r les protestar op. cit., XXI, 77; 
1, Le Patriote francois, 1, 384 85; An 


cit., I, 509; Agnew, op. cit., I, 138 
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refugees specializing in batiste settled in 
a section since called the Picardy Quar- 
ter." They helped make Barnstaple fa- 
mous in the woolen trade by introducing 
there new processes of manufacturing 
and dyeing.” They were also among the 
first in England to print calicoes, and ap- 
parently they later had an important 
part in the rapidly expanding cotton in- 
dustry.** 

Frenchmen around Angouléme and in 
the old province of Auvergne had for 
a long time gained proficiency in the art 
of making fine white paper suitable for 
writing and printing. Although English 
mills had adequately supplied the domes- 
tic market for the coarser grades, Eng- 
land had become accustomed to buying 
most of her white paper from Holland 
and from these French manufacturers.** 
In good mercantilist fashion, her govern- 

"C. Weiss, Histoire des réfugiés, 1, 332; Florence 
Layard, “The Huguenots in North Britain,’ PHSL, 
Ill, 36; Edouard Fleury, “Notice sur l'histoire du 


protestantisme dans le département de |’ Aisne,” 
Bulletin de la société académique de Laon, X1, 257 


© Charles E. Lart, “The Huguenot Settlements 
and Churches in the West of England,”’ PHSL, VII, 
290. According to C. Weiss (““Mémoire sur les protes- 
tants,”’ op. cit., XXI, 78), members of Parliament in 
1703 stated that, as a result of the new fabrics begun 
and old lines perfected by the Huguenots, the export 
of English woolens already exceeded the amount ex- 
ported under Charles II by more than £1,000,000. 


* Cunningham, op. cit., p. 239, n. 2; Agnew, op 
cit., T1, 138; C. Weiss, Histoire des réfugiés, 1, 331; 
C. Weiss, “Mémoire sur les protestants,” op. cit., 
XXI, 77. One of the French emissaries in London for 
the negotiation of the trade treaty following the 
War of the Spanish Succession wrote on March 28, 
1713, that, although the English forbade the selling 
or wearing of printed Indian prints, they allowed 
imported white cottons to be stamped “by their own 
workers and especially by the French refugees’’ 
(Archives Nationales, G? 1699 


“In 1668-69 she imported paper valued at al- 
most £88,000; from 1686 to 1688 her imports aver 
aged roughly £50,000 yearly; and according to some 
authorities in many years they amounted to about 
£100,000 (Robert H George, “A Mercantilist Epi 
sode,”’ Journal of Economic and Business History, U1 
{1930 31], 265, n. 3; Anderson, op. cit., I, 571, 594) 
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ment rejoiced, and the French govern- 
ment grieved, to see a number of skilled 
papermakers of the Protestant faith seek 
refuge in England shortly befoge and 
after the Revocation. 

It would be erroneous to state that the 
refugees introduced the manufacture of 
fine white paper in England. During the 
reign of Elizabeth and prior to 1685 Par- 
liament had issued at least nine letters 
patent for inventions in this field, and 
several mills had begun work.® The 
Huguenots, however, fortified what had 
been a rather sick industry by bringing 
improved paper molds and forms, by dis- 
closing to the English some of their most 
important and secret processes of manu- 
facturing and bleaching, and by helping 
establish several new mills with their 
capital, managerial ability, and skilled 
manpower.” France’s ambassador Bar- 
rillon diligently tried to undermine the 
White Papermaker’s Company, char- 
tered in July, 1686, by bribing the man- 
ager of one of its mills and several of his 
workmen to return to France.“ He suc- 

* George H. Overend, “Notes upon the Earlier 
History of the Manufacture of Paper in England,” 
PHSL, VU, 178, 181 #f., 196 ff. Overend, one of the 
best authorities on the subject, is of the opinion that 
the Protestant refugees from the Spanish Nether- 
lands and France during the sixteenth century were 
the ones who should be credited with bringing the in- 
dustry to England. He thinks historians have often 
confused the Protestant immigrations of the six- 


teenth and seventeenth centuries as to the effect 
they had upon the English economy. And I agree. 

“ Jbid.; Anderson, op. cit., 11, 569; Agnew, op. 
cit., I, 132-34; Boislisle, ep. cit., 11, 488; Cowell, op. 
cit., pp. 10-11; Cunningham, op. cit., p. 242; Layard, 
op. cit., PHSL, UL, 36; W. J. C. Moens, “The Wal- 
loon Settlement and the French Church at South- 
ampton,”’ PHSL, II, 70; Smiles, op. cit., pp. 272-73 
n.; C. Weiss, “Mémoire sur les protestants,”’ op. cit., 
XXI, 80; Archives Nationales, G’? 345, 1692. 

47 An extremely interesting account of his efforts 
is given by George (0). cit.). Part of Barrillon’s cor- 
respondence can be found in the Archives Nation- 
ales, Archives de la Guerre, A' 795, doc. 183, and in 
the Archives du Ministére des Affaires Etrangéres, 
Ancien fonds, “Angleterre,” registres 159, fol. 272; 
161, fol. 147; 162, fols. 65-66, 319-20. 
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ceeded, but his victory was short lived. 
After William III ascended the throne, 
the mills were reopened, new ones were 
built and staffed with other refugees, and 
England was well on the road to emanci- 
pating herself from dependence upon 
French manufacturers.” Charles Dave- 
nant, however, stated near the close of 
the seventeenth century that “as to or- 
dinary paper... we are very much im- 
proved in that manufacture, though we 
are not come up to the French perfec- 
tion’’:*? and men on both sides of the 
channel thought as late as the middle of 
the eighteenth century that French writ 
ing paper was still somewhat superior to 
the English.” 

Although Protestant refugees from 
Flanders and France had introduced into 
England the art of making felt hats at 
least as early as 1543,°' some of the Hu- 
guenots from Normandy who migrated 
there almost a century and a half later 
were also skilled in the trade.’ According 
to one report addressed to the controller- 
general in 1708,** the English already had 
an advantage over the French in prepar- 
ing beaver skins and fashioning hats from 
them “of great beauty and lightness”; it 

lt is interesting to note that one refugee, Henry 
de Portals, finally got exclusive right to supply the 


paper used by the Bank of England for its bank 
notes. 


Quoted by Lipson (of. cit., II], 352-53 n.). 


5° In a memorandum addressed to the controller 
general in 1708, David (inspector of manufactures at 
Grenoble) confirmed that the paper made in Eng 
land by Huguenot refugees, by their own admission, 
was inferior in quality to that produced in France 
and that the French mills could sell their output at 
20 per cent lower prices than the English and still 
make a reasonable profit (Archives Nationales, G’ 
1692). 

® Lipson, op. cit., 1, 492. 


@ See, e.g., a partial listing of refugees from the 
districts of Rouen and Caudebee compiled by the in- 
tendant De Marillac in June, 1685 (Archives Na 
tionales, T'T 264, dossier XI, doc. 51). 


8 Archives Nationales, G’ 1692 
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was in the cheaper felt lines that the Eng- 
lish were backward. The Huguenots from 
around Rouen and Caudebec helped to 
correct this by showing the workmen in 
their adopted country how to mix prop- 
erly rabbit fur with wool fibers so that 
the felt became rain-resistant. As a re- 
sult, the hat-manufactory established by 
them at Wandsworth prospered, and the 
industry whose products had long been 
known as “caudebecs’’ disappeared from 
the little village of this name in Norman- 
dy.°* Somewhat ironically, the Catholic 
church thereafter had to buy its cardi- 
nals’ hats from Protestant England; and, 
curiously, a Huguenot who later returned 
to France with the trade secrets he had 
acquired by working in the hat shops 
around London helped to reintroduce the 
industry about forty years after it had 
disappeared.” 

Numerous other trades benetited from 
the special skills, processes, and ideas 
brought to England by the refugees. 
Protestant glassworkers from Normandy 


and Picardy, for example, helped the 
L-nglish gain proficiency in making crown 
ulass for windows, cast plate glass, and 


mirrors.” Imports fror. the Low Coun- 
tries and France had helped to supply the 
domestic demand for such glassware 
until the wars of 1689-1713 cut off the 


trade. France, even in the seventeenth 
century, had acquired fame for such 
high-quality, luxury goods laces, 


gloves, fancy buttons, gold and silver 
galloons, tapestries, and jewelry. In all 


Anders > cit., I, 5609, 597; Cunningham, 
p. 243, Douen, op. cit., I, 481; Archives Na 
s, L6S7 (a 1704 memorandum on commerce 
l by one De la Hestroy); Archives du Minis 
\fiairs Etrangéres, Ancien fonds, “Angle 


rre,”’ regtstre 157, fol. 61 


Weiss, “Mén 
78 79 
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III, 369-70; Anderson, of. cit., 
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these crafts the Huguenots were instru- 
mental in diffusing designs and techni- 
cal processes.” An examination of the 
records of the Wardens of the Gold- 
smiths’ Company during the years just 
before the Revocation to 1710 has re- 
vealed that there were among the French 
refugees at least 146 goldsmiths, silver- 
smiths, jewelers, and diamond-cutters in 
London; 14 watchmakers in London; 7 
goldsmiths in other English towns; and 
43 goldsmiths, jewelers, and watchmak- 
ers at Cork and Dublin.** Other French- 
men skilled in these occupations had al- 
ready fled to England in the sixteenth 
century, and between 1710 and 1780 
their number in London and Dublin con- 
tinued to increase.°? Huguenots skilled in 
the metal trades also set up shops in Eng- 
land, where they fashioned needles and 
pins, fine quality knives and scissors, sur- 
gical instruments, elaborately wrought 
locks, and kitchenware of iron and cop- 
per.” 

It is extremely difficult, if not alto- 
gether impossible, to evaluate the over- 
all effect which the Huguenots had on the 
English economy. They apparently pop- 
ularized certain products and especially 
cloth patterns, and a contemporary stat- 
ed in 1702 that “the English have now so 

5? Agnew, op. cit., 11, 138; Anderson, of. cit., IT, 


597; Douen, op. cit., I], 481; C. Weiss, Histoire des 
réfugiés, 1, 322, 333; Bibliothéque Nationale, Fonds 


francais, MSS 7044, fols. 279-83; 21622, fol. 82. 


§* Joan Evans, “Huguenot Goldsmiths in Eng 
land and Ireland,”” PHSL, XIV, 496 ff., 506, 512, 
513. Miss Evans thinks that her list may be far from 
complete 

5* Tbid. See also a review of this article in BSH PF, 
LXXXII, 540 


® Court, op. cit., I, 384-85; Cunningham, op. cit., 
p. 263; J.-A. Galland, Essai sur Uhistoire du Protes- 
tantisme & Caen et en Basse-Normandie de I’ Eait de 
Nantes d la Révolution (1598-1791) (Paris, 1898), p 
258; P. de Ségur-Dupeyron, Histoire des négotiations 
commerciales et maritimes de la France aux XVII¢« et 
NXVIII¢ siécles, considérées dans leurs rap ports avec la 
politique générale (Paris, 1872-73), Il, 462 ff. 
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great esteem for the workmanship of the 
French refugees, that hardly anything 
vends without a Gallic name.” Mer- 
chants sometimes complained that they 
could sell nothing unless they hired a 
Frenchman to sell for them. And the 
Scots around Edinburgh blamed the ref- 
ugees for shifting the fashion in clothing 
among ordinary citizens to the finer 
grades of cloth and frivolous personal 
adornment. Prior to 1685 England ap- 
parently had had a large excess of im- 
ports over exports in her commodity 
trade with France. During the first part 
of the eighteenth century, the balance 
was reversed.** Louis XIV’s special emis- 
sary to England, Bonrepaus, wrote 
Seignelay on February 11, 1686, that an 
assembly of French and English mer- 
chants whom he had called together con- 
cluded that, whereas formerly France 
had exported goods to England worth 
2,000,000 lrores in excess of the goods she 
had purchased there, now it was exactly 
the reverse and that England had gained 
500,000 pistoles of specie from France in 
1685. High tariff, the wars of the League 
of Augsburg and the Spanish Succession, 
and the normal development of the Eng- 
lish economy were important factors in 
this shift in the balance of trade; but it is 
very likely that the Huguenot refugees 
exercised some influence in this matter. 

*' Sir Francis Brewster, New Essays on Trade; 
Wherein the Present State of Our Trade Is Con- 
sidered (London, 1702), p. 177 (quoted by C. 
Weiss, “‘Mémoire sur les protestants,” op. cit., XXI, 
81, n.1) 

©C. Weiss, Histoire des réfugiés, 1, 336-37. 

Layard, op. cit., PHSL, 37-39 

* For a scholarly and critical discussion of the 
evidence available on this point see Lipson, of. cit, 
III, 991%. The custom-house accounts—unreliable 
though they be—show that from 1700 through 1787 
England had a so-called unfavorable balance of 
trade with the rest of the world in only 1781 and 
1784 (Anderson, op. cit., IV, 692-94) 

® Archives du Ministére des Affaires Etrangéres, 
Ancien fonds, “ Angleterre,”’ registre 157, fol. 61 
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Part, if not most, of the 500,000 pis- 
toles mentioned by Bonrepaus was specie 
smuggled out of France by the fugitives. 
The French ambassador at The Hague 
wrote Louis XIV on October 23, 1687, 
that he knew the mint in London had re- 
cently received some 960,000 gold louis 
which the Huguenots had taken with 
them. “I should think myself, Sire, shirk- 
ing my duty and failing in the fidelity 
which I owe Your Majesty if I did not 
render you a faithful account of what 
comes to my attention and which regards 
the welfare of your service.’ Some un- 
identified church or government official 
in England addressed an interesting let- 
ter to some correspondent of high rank 
about the recent action of James II to 


‘force a Huguenot church in London to 


conform to the Anglican ritual. The mer- 
chants who supported the church were 
represented as having informed its min- 
isters and elders that if the king's orders 
were obeyed they would withdraw their 
maintenance. The writer continued: 


Upon which it’s thought they will be forced 
to breake up and retire else where, which will 
not only force away abundance of those Hugo 
netts, many of which are substantial! merchants 
and have great stocks of monev and merchan 
dise, but many other of our merchant dissenters, 
who resorted to the said church, and discourage 
all the rest, who will take this for a forerunner 
of a great storme, and will thereupon discon 
tinue their trade and withdraw their money, 
which is thought to be att least 6 partes of tenn of 
the moveing cash that drives the trade of the whole 
nation; which cannot but much deaden our 
traffick, and extremely diminish the King’s 
customes.*7 


® Archives du Ministére des Affaires Etrangéres, 
Ancien fonds, *Hollande,”’ registre 152, fols. 107-9. 
He suggested that, if the Protestants were simply 
tolerated throughout France as they were at Paris, 
Versailles, and Rouen and were not persecuted, 


practically none of them would flee 


State Papers, William and Mary, 
+4 ‘reprinted in part in the PHSL, 
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Although such a statement is probably a 
gross exagyeration, it is likely that there 
was some basis in fact behind it. It is also 
interesting to note that the legal rate of 
interest in England was reduced in 1714 
to 5 per cent after having remained at 6 
per cent since 1660. This does not imply 
that the actual rate of interest conformed 
exactly to the legal, but there is some 
presumption that the market and legal 
rates showed some correlation. The es- 
tablishment of the Bank of England in 
1694 and the development of other credit 
institutions at that time may have 
worked to pull the rate down. It is impos- 
sible to assess the relative importance of 
the Huguenot influence in this respect, 
but it seems probable that, with their in- 
dustriousness and low average propensi- 
ty to consume, their commercial and 
financial contacts, and their imported 
specie, they may have increased the sup- 
ply of liquid capital in England more 
than they increased the demand for it. 

Although the evidence is not wholly 
conclusive, the French refugees appar- 
ently did not add any major new indus- 
try to the English economy. Rather, they 
developed special branches along lines for 
which France had become famous. They 
raised the level of production qualita- 
tively, and they diffused many of the 
skills and arts which had long been cher- 
ished secrets of French manufacturers. 
Hence, there can be little doubt that they 
acted as leaven. Their migration was one 
of three which have occurred since Wil- 
liam the Conqueror’s .time;®’ and, as 
such, it figured importantly in repairing 
the country’s relatively backward state 
in industry and technology and in push- 
ing her into the role of industrial leader 
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in the eighteenth and nineteenth cen- 
turies. 

Since most officials of Louis XIV 
sought never to offend him by men- 
tioning the unfavorable consequences 
which the revocation had upon the 
French economy, one may assume that 
those who did speak up were not prone to 
exaggerate the evils. Two officials (Anis- 
son and Fenellon) sent to England to 
help negotiate a trade treaty after the 
Peace of Utrecht apparently could not 
refrain from summarizing the effects as 
they saw them while in London: 


It is principally since the epoch of the Prince 
of Orange’s reign that one must report the de- 
cadence of our trade with the English. The 
privileges and favors which he accorded our 
Protestants who withdrew to England in great 
number and who carried there our manufac- 
tories of silk, hats, hardware, paper, linen, and 
several other commodities have broken the 
usage in England of all similar imported goods 
which they formerly obtained from us. And the 
refugees have carried the manufactories to such 
a degree of perfection that even we begin now to 
import some of their output. There is reason to 
fear that they may cause our manufactories to 
fail by offering their output at lower prices. The 
raw materials used in these manufactures pay 
no import duties and neither do the drugs used 
in dyeing. And all manufactured products which 
pass outside the realm are also exempted from 
export levies. Labor which was formerly very 
expensive in England when employers hired 
only Englishmen has become as cheap as in 
France since our religious refugees have gone 
there in such great number. 


It is during the reign of this same Prince that 
import duties on provisions and other merchan- 
dise from France were considerably raised and 
that the Dutch profited from the protection 
which he gave them to increase their commerce 
at our expense. 


Furthermore, since the two wars the English 
have established manufactories similar to ours, 
such as hats, paper, silk fabrics, linen cloth, fine 
hardware, gold and silver thread, windowglass, 
glass tableware, soap, and several others. These 
consequently diminish the former distribution 
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which we made in England and change the 
balance of trade to such an extent that the sub- 
director of the mint at London, a French refugee 
named Foucquier has confessed to us that dur- 
ing the four vears of peace after the Treaty of 
Ryswick, he had received a considerable quan- 
tity of our gold louis. This he regarded as a cer- 
tain proof that we were debtors of English mer- 
chants.”° 


Ill. THE HUGUENOTS IN IRELAND 


There is considerable uncertainty as to 
the population of Ireland during the last 
quarter of the seventeenth century. Sir 
William Petty estimated the number in 
1672 at 1,100,000," and George O’Brien 
has offered the cautious conclusion that 
the best one can say on the basis of pres- 
ent knowledge is that the actual figure 
for 1700 probably fell between 1,000,000 
and 2,000,000. Most writers agree that 
the island was sparsely populated, large- 
ly because of the devastation wrought 
there by Cromwell and later by William 
III’s sympathizers, and that this fact 
constituted one of the most important 
reasons why the government was anxious 
to encourage immigration. 

Charles II in 1661 ordered his Lord 
Deputy, the Duke of Ormond, to see that 
proper steps were taken to attract immi- 
grants. A year later the Irish Parliament 
passed a law inviting ail foreign Protes- 
tants to settle in Ireland and promised 
them free naturalization if they arrived 
within seven years and if they took the 
oath of allegiance.” A circular entitled 
“Mémoire pour encourager les Protes- 


7° Archives Nationales, G’? 1704. 


™ Referred to by Alice E. Murray, A History of 
the Commercial and Financial Relations between 
England and Ireland from the Period of the Restora- 
tion (London, 1903), p. 19. 


% The Economic History of Ireland in the Eight- 
eenth Century (Dublin, 1918), p. 10. In The Economic 
History of Lreland in the Seventeenth Century (Dublin, 
1919), O’Brien implies that the number was proba- 
bly much closer to 1,000,000 than to 2,000,000 (pp. 
122-23). 
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tans de venir habiter en Hirlande” and 
written at Ormond’s suggestion’* ex- 
tolled the opportunities which the un- 
derpopulated island offered all thrifty 
and skilled immigrants; promised them 
freedom to establish their own churches; 
stated that, although ready-built houses 
would not be turned over to them, 
they could freely build their own frem 
abundant materials at hand; guaranteed 
them freedom to bring in and later to 
take out all their property and money; 
stated that the Duke of Ormond stood 
ready to borrow all their idle funds (up to 
15,000 écus per person) at 10 per cent in- 
terest until they found other investment 
opportunities; and even committed Or- 
mond to sending a boat to France to help 
them escape. After Louis XIV revoked 
the Edict of Nantes, Ireland made the 
Huguenots additional overtures. Its Par- 
liament in 1692 and again in 1703 passed 
bills which naturalized them en masse, 
and many who first landed in England 
later transferred their persons and prop- 
erties to Ireland at government ex- 
pense.” In addition to such a national 
policy, there apparently were a few cities 
which also tried to attract the newcom- 
ers. Waterford, for example, in 1693 pro- 
vided homes for fifty families and grant- 
ed them freedom of the city without 
charge.” 

It is almost impossible to estimate 
how many Huguenots responded to these 
appeals. Most of them did not come di- 
rectly from France but from Switzerland, 
Germany, Holland, and England, where 

730’Brien, Ireland in the Seventeenth Century, pp 
174-75; Murray, op. cit., p. 44; Albert Carré, L’/n- 
fluence des Huguenots francais en Irlande aux 
XVITI¢ e XVIII¢ siécles (Paris, 1937), pp. 3 
Lee, op. cit., p. 12. 

™ Bibliothéque Nationales, Fonds francais, MS 
21622, fols, 74-76 

% Murray, op. cit., pp. 44-45. 

% Ibid., p. 117; Carré, op. cit., pp. 10-11. 
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they had first sought refuge. One author- 
ity has concluded that the number could 
scarcely have been over 10,000.77 A mini- 
mal figure would perhaps be 5,000." In 
all there were ten Huguenot churches es- 
tablished in Ireland; five other colonies 
had ministers but no special building des- 
ignated as a temple; six other towns pos- 
sessed too few Huguenots to maintain a 
minister; and there may have been, in 
addition, seven other places where a 
mere handful settled.’’ As one would ex- 
pect, most of the refugees settled in the 
northeastern counties where Protestant- 
ism was already well intrenched.”° 

Of all parts of the Irish economy the 
Huguenots exercised their most profound 
influence upon the manufacture of linen 
and helped to make it the leading indus- 
try on the island. By 1727 it was provid- 
ing one-third of her total exports. The in- 
dustry, however, was not a new one, as is 
revealed by the fact that in the sixteenth 
century the natives were already growing 
fax and spinning and weaving linen fab- 
rics the 
early vears of the following century the 


rather extensively.“ During 


industry was in a low state; and the ef- 
forts of the Earl of Stratiord, Lord Depu- 
ty of Ireland under Charles I, to revive 
it around 1636 by investing large sums of 
his own money, by importing flax seed 
from Holland, and by bringing over 


Carré 


p. cit 14 


™ After the new wave of emigration from France 
developed, following events in Poitou in 1681, one 
| so amazed to see only 200 im 


refugee in Ireland was 


during five or six weeks that he set 
his fellow-countrymen as to the 
by Treland published a 
De Vétat présent d’lrlande et des 


gu'y peuvent trouver les Protestants frangats 


migrants arrive 


about to enlighten 


opportunities offered and 


ntitle 


little hook « 


avantage 
thid pp. 6 7 

™ Lee, op. cit., pp. 23 24. See also Carré, op. cit., 
p. 12; Cowell, ep. at., p. 12 
The Rise 
pp. 20-21 
O'Brien, Ireland im the Seventeenth 


Century, pp. 7077 


*® Conrad Gill f the Irish Linen Indus 
try (Oxford, 1925 


See, ¢.2., 
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skilled workers from Flanders and France 
were unavailing.** The Cromwellian civil 
wars practically destroyed its last ves- 
tiges. The Duke of Ormond, Lord Depu- 
ty from 1662 to 1669, then tried to resus- 
citate the industry by sending agents to 
Holland to observe how the manufacture 
was carried on there, by bringing over 
about five hundred Brabantine families 
and other skilled artisans from La Ro- 
chelle and the isles of Ré and Jersey, by 
appealing to other French Huguenots to 
settle on his estates, and by initiating 
linen workshops at Chapelizod near Dub- 
lin and at Carrick-on-Suir.** When he 
left Ireland, the industry began to lan- 
guish once again, and it.was only after 
the Huguenots arrived immediately pre- 
ceding and following the revocation of 
the Edict of Nantes that the manufac- 
ture was placed on enduring foundations. 

In 1697 William III .invited Louis 
Crommelin to come to Ireland and super- 
intend the industry. Crommelin, a refu- 
gee in Holland, was of an old linen-mak- 
ing family in Picardy. He accepted the 
invitation in 1698 and located about ten 
miles southwest of Belfast at Lisburn, a 
small town which had been completely 
destroyed during the civil wars. The king 
appointed him “Overseer of the Royal 
Linen Manufactory of Ireland”’ and is- 
sued him a patent in 1700 guaranteeing 
him £800 a year interest on the £10,000 
capital which he and his associates were 
to raise and granting him an annuity of 
£200 as his salary and also £120 for the 
salaries of three assistants.** Crommelin 

Gill, op. cit., pp. 8-9; Murray, op. cit., pp. 113 
14; John F. Burke, Outlines of the Industrial History 
of Ireland (rev. ed.; Dublin, 1946), p. 54 

(Brien, Ireland in the Seventeenth Century, p. 
189; Carré, op. cit., pp. 1-3, 56; Burke, of. cit., p. 55; 
Murray, op. cit., p. 114 

* Murray, op. cit., p. 116; Lee, op. cit., p. 19; 
Carré, op. cit., pp. 0D 61; Gill, op. cit., p. 17; O'Brien, 
Ireland in the Eighteenth Century, p». 200. Queen 
Anne renewed the contract in somewhat more gener 
al terms in 1701 
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immediately brought over twenty-five 
families skilled in linen-making from 
Holland and France. Others joined them 
later, and the Ulster colony soon was 
said to number around five hundred fam- 
ilies. He also imported about a thousand 
linen looms and spinning wheels and of- 
fered a bonus of £5 for each Dutch or 
French loom which the Irish used. In 
1705 he published his Essay on the Im- 
proving of the Hempen and Flaxen Manu- 
factures in the Kingdom of Ireland and set 
up schools to teach Irish women how to 
spin the finer grades of yarn. His assist- 
ants traveled around the country, offering 
advice and instruction on the growing 
and harvesting of flax, on the spinning 
and weaving of fine fibers, and on the 
proper methods of bleaching. In fact, 
Crommelin built a bleachhouse near Lis- 
burn which he invited all to visit and 
where he demonstrated improved bleach- 
ing processes involving wood potash and 
buttermilk instead of varec soda and 
lime. He and other Huguenots drained 
swamps” and planted flax seeds which 
were imported from Holland, Germany, 
and Russia because Irish seeds yielded 
sickly plants. He succeeded in getting 
laws passed in 1705 and 1709 requiring 
seven years of apprenticeship and jour- 
neyman work before a native might set 
up a shop of his own.” Crommelin him- 
self opened sailcloth works in Waterford 
and started the manufacture of linen in 
Kilkenny. The Linen Board (begun in 
1711) recommended in 1712 that the gov- 
ernment continue its contract with him 
and testified that “the said Crommelin 
and colony have been very serviceable 

® Boislisle, op. cit., I, 489 (memorandum sub- 


mitted to the Council of Trade by the deputy from 
Nantes on March 4, 1701). 


® Carré, op. cit., 74. Gill believes these acts were 
mainly designed to promote the near-monopoly posi- 
tion of the refugees, for he claims seven years were 
altogether too long to gain proficiency in the indus- 
try (op. c#!., p. 19). 


and greatly instrumental in . . . improv- 
ing and propagating the flaxen manufac- 
ture in the north part of this kingdom; 
and [that] ... the perfection to which 
the same is brought in that part of the 
country is very much owing to the skill 
and industry of the said Crommelin.””’ 

There is little doubt that the Hugue- 
nots introduced advanced methods of 
growing and preparing flax and of spin- 
ning and weaving its fibers. They were 
also among the first to manufacture cam- 
brics, damasks, and the finest broadcloths; 
they persuaded the industry to supply 
the widths and varieties of cloth which 
the export market demanded; by building 
and operating bleachyards themselves 
they removed the necessity of sending 
brown linen abroad to be whitened; and 
they helped to organize the domestic 
wholesale market.** A London merchant 
in 1737 stated that Irish linen at that 
time was of much better quality than 
when he began to import it twenty-five 
years earlier;** and in 1741 German and 
Scottish manufacturers were counter- 
feiting Irish marks so they could get 
higher prices for their output.” 

The inspector of manufactures at 
Grenoble in 1708 addressed a memoran- 
dum to the French controller-general in 
which he stated that the Irish linen in- 
dustry, according to Crommelin himself, 
still needed tariff protection if it was to 
survive and that the refugees in Ireland 
could never succeed in duplicating the 
fine linens made in France.” He spoke 
too soon. The value of linen cloth export- 
ed from Ireland rose from about £14,000 
in 1701 to £105,537 in 1710, to £121,899 
in 1720, and to £206,810 in 1730. For 


§7 Gill, op. cit., p. 19. 

 Jbid., pp. 16, 20; Carré, op. cit., pp. 81-87. 

* Gill, op. cit., p. 20. 

* O'Brien, Ireland in the Eighteenth Century, 


Archives Nationales, G’? 1692. 
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each year from 1751 to 1755 it averaged 
£753,151. Because of changes in the 
value of money and the price of cloth, the 
number of yards exported each year con- 
stitutes a more reliable index of growth 
than do these figures on their value. In 
1665 Ireland is said to have exported 
11,800 ells of linen,” in 1705 her exports 
came to about 520,000 yards,”* and in 
1710 to 1,688,574 yards. They had proba- 
bly quadrupled between 1700 and 1710." 
They doubled again by 1720 and quin- 
tupled from 1720 to 1751. The total 
quantity of linen fabrics exported in 
1751-55 was almost 6.7 times the total 
for 1711-15. Her exports of linen yarn 
experienced a less phenomenal increase. 
lor the year ending on March 26, 1641, 
and for 1665 she exported 2,297 and 3,477 
hundredweights, respectively.” In 1710 
the comparable figure was 7,975. The 
amount of yarn exported in 1751-55 was 
only slightly more than twice the total 
for 1711-15." 

It would be a mistake to attribute all 
this remarkable growth to the Hugue- 
nots. Ireland's natural resources and sys- 
tem of landholding gave her a compara- 
tive advantage in this field; and both the 
Irish Parliament and, to a lesser extent, 
the english Parliament encouraged the 
manufacture. In 1698 and 1699 England 
practically destroyed the Irish woolen in- 
dustry by forbidding all exports to any 
English colony or foreign country and 


placed prohibitive duties on all woolens 

“()'Brien, Ireland in the Seventeenth Century, 

Gull 

Ind 

Briet land in the Seventeenth Century, pp 
SO TSO 

The export data 
based on found in Murray, 
O'Brien, Jreland tn the 


Carre, of 138 


unless otherwise noted, are 
p cit.,pp. 129 ff; 


Lighteenth Century, pp 202 3; 
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exported to England and Wales. Partial- 
ly as a recompense,’ England allowed 
Irish linens to be imported into the king- 
dom duty-free and to be carried directly 
to her colonies. In addition, she granted 
export bounties on Irish as well as on 
Scotch and English linens. The Irish Par- 
liament did much more. Besides levying 
protective import duties, it gave bounties 
to manufacturers and exporters, subsi- 
dized the importation and distribution of 
flax seed, established the Linen Board 
in 1710-11, and disbursed a total of 
£1,295,560 during 1700-1775 to aid the 
industry. Some of its efforts to regulate 
the cultivation, preparation, spinning, 
and weaving of flax, however, may have 
interfered with the industry’s growth 
more than they aided it. Although it is 
difficult to assess the relative importance 
of the Huguenot influence and of the en- 
couragement provided by the state, 
most writers are of the opinion that the 
linen industry in Ireland was indebted 
more to the former than to the latter. 
The Huguenots also were responsible 
for considerable expansion in silk-weav- 
ing. During the first half of the eight- 
eenth century the silk industry at Dublin 
prospered, and around 1730 there were 
said to be about three hundred looms at 
work there.”* A Hugenot named Goyer 
introduced the industry at Lisburn, and 
others began elsewhere to make poplin. 
Whereas most branches of the silk indus- 
try declined after 1750, Irish poplin con- 
tinued to enjoy a good reputation in the 


*? See the excerpts from debates in both houses of 
Parliament and from the king’s pronouncements 
found in J. G. Swift MacNeill, English Interference 
with Irish Industries (2d ed.; London, 1886), pp 
28 ff 

* O'Brien, Ireland in the Eighteenth Century, pp. 
208-9. Some have claimed that there were about 
eight hundred looms in use (Carré, op. cit., p. 89; 
Burke, of. cit., pp. 104-5) 
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world market.”® Some of the Huguenots 
attracted by Ormond in the 1660's as 
well as those who settled in Ireland in 
1681-98 raised the technological level of 
the woolen industry and introduced new 
varieties of cloth. In 1698 it was estimat- 
ed that woolens engaged the energies of 
some 42,000 Protestant families in Dub- 
lin and other places.’ As has already 
been indicated, however, this industry 

% John Lord Sheffield, Observations on the Manu- 
Sactures, Trade, and Present State of Ireland (London, 


1785), p. 193; O’Brien, Ireland in the Eignteenth Cen- 
tury, p. 209 


” Murray, op. cit., p. 102; Burke, op. cit., p. 51. 
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was destroyed by adverse English legis- 
lation in 1698-99. Some refugees also en- 
gaged in lacemaking and glovemaking, 
and the membership lists of the Hugue- 
not churches include artisans skilled in 
fashioning precious metals, glassmaking, 
sugar-refining, beermaking, tanning, hat- 
making, and various other trades." 
Finally, it should be noted that in 1716a 
Huguenot named La Touche formed one 
of the strongest banks that Ireland had 
in the eighteenth century. 
[To be continued) 

® Carré, op. cit., p. 94; Murray, op. cit., pp. 44 

45; Burke, op. cit., p. 59 
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THE PRINCIPLE OF COMPENSATION RECONSIDERED! 


E. J. MISHAN 


University of Chicago 


I 


HETHER or not the welfare ef- 

fect of the distribution of in- 

come is included in any treat- 

ment of welfare economics, that is cer- 
tainly where it belongs. It is usual, how- 
ever, to separate this aspect of welfare 
from those concerned with resource allo- 
cation on the grounds that any criterion 
of an optimum income distribution is 
based on values less widely acceptable 
than those on which an optimum re- 
source allocation? is based. We can al- 
ways get around the distributional aspect 
hy confining ourselves to the definition of 
an improvement in welfare as a situation 
in which no one is worse off and at least 
one individual is better off. But we do so 
at the cost of limiting ourselves severely 
in the number of situations which may be 
called an improvement and leaving our- 
selves open to the charge of conserva- 
tism in the matter of income distribution. 
Faced with this dilemma, the econo- 
mist either accepts these limitations and 
moves at a snail's pace or accepts instead 
criteria which are less restrictive albeit 
less widely acceptable. He may, for in- 


I am indebted to Milton Friedman for pointing 


biguities in an earlier draft and to 


out several an 


ari J 


proved the exposition. I have further benefited from 


Hamilton for suggestions which have im- 


stimulating with Cregg Lewis on some ot 


discussion 


the concepts er 


; yploved in this paper 


hall limit ourselves to a society in which the 


of each individual depends only on his own 
» not argue that this simplification is suf 
most welfare analyses; only that we ought 
nuch clearer about implications at this level 


we advancing to a more ambitious level 


stance, suppose that there is some hypo- 
thetical optimum for income distribu- 
tion, or he may even adopt one, such as 
complete equality. He will then subject 
any change in situation to this distribu- 
tional test, in addition to those tests con- 
cerned with allocation. Less restrictive 
still, he may tacitly accept the decisions 
of the community, as expressed through 
the political machinery, for determining 
the limits within which income inequali- 
ty may move. In that event, he will con- 
cern himself solely with the allocative as- 
pects of welfare. 

It is this last alternative which has 
proved to be the more popular one. Tak- 
ing shape as the principle of compensa- 
tion, it was explicitly introduced by 
Kaldor® and adopted by Hicks.* Usually 
referred to as the Hicks-Kaldor criterion, 
it simply states that an improvement in 
welfare takes place whenever the econo- 
my moves to a position in which those 
who gain by the movement can more 
than fully compensate those who lose 
by it. 

Actually, the gainers are not required 
to compensate the losers: it is sufficient 
that they are able to do so. One might 
therefore accept this criterion as a con- 
vention in the same way that one might 
accept as an improvement in welfare 
some unambiguous increase in the real 


*N. Kaldor, “Welfare Propositions and Inter- 
personal Comparisons of Utility,’ Economic Journal, 
September, 1938, pp. 549-52 

* J. R. Hicks, “The Foundations of Welfare Eco- 
nomics,’ Economic Journal, December, 1939, pp. 
696 712. 


312 


I 

wellare 

thrent 

to ln 


THE PRINCIPLE OF COMPENSATION 313 


output of the economy; and on exactly 
the same grounds — that every individual 
in the community cou/d be made better 
off. In other words, the Hicks-Kaldor 
criterion determines not actual, but po- 
tential welfare superiority. 

This seemed satisfactory enough until 
Scitovszky, in an ingenious paper,’ 
proved that the Hicks-Kaldor criterion 
could be self-contradictory and, in order 
to guard against this contingency, pro- 
posed a further criterion, once the Hicks- 
Kaldor criterion was met in moving from 
Situation I to Situation II. This further 
criterion is generally referred to as the 
Scitevszky criterion and consists of the 
nonfulfilment of the Hicks-Kaldor cri- 
terion for a movement in the opposite 
direction; i.e., from II back to I. 

Few writers on welfare economics now 
fail to mention both these criteria,® and 
the time is perhaps overdue for a re-ex- 
amination. This paper is concerned pure- 
ly with the logic of the matter. For this 
purpose it accepts as a basis of welfare 
criteria the notion of hypothetical com- 
pensation wherever consistency can be 
maintained in its applications. Of course, 
the real question is: Under what circum- 
stances, if any, can such consistency be 
maintained? And the answer to this ques- 
tion will emerge in the attempt to deal 
with two more general questions: 
(1) How is it that the compensation 
principle in the Hicks-Kaldor formula- 

® T. de Scitovszky, “A Note on Welfare Proposi- 
tions in Economics,”’ Review of Economic Studies, 
IX (1941), 77 

*In the Review of Economic Studies alone, there 
have been references to it by W. J. Baumol, “Com 
munity Indifference,”’” Vol. XIV, No. 1 (1946-47); 
by I. M. D. Little, “Welfare and Tariffs,” Vol. XVI 
(2), No. 40 (1949-50); by Nancy Ruggles, “The 
Welfare Basis of the Marginal Cost Pricing Prin- 
ciple,”’ Vol. XVII (1), No. 42 (1949-50); and, again, 
by W. J. Baumol, “The Community Indifference 


Map: A Construction,”’ Vol. XVII (3), No. 44 
(1949 50). 


tion can turn out to be self-contradic- 
tory? (2) Since the compensation prin- 
ciple is generally believed to be a reflec- 
tion of the principles of resource alloca- 
tion, are there circumstances in which 
these principles themselves may prove to 
be self-contradictory? 

II 

The conclusions reached in this paper 
are as follows: (1) The Scitovszky cri- 
terion, taken in conjunction with the 
Hicks-Kaldor criterion, is not sufficient 
to guard against the possibility of self- 
contradiction in using the compensation 
principle. (2) The principle of efficient re- 
source allocation— the equalizing of the 
relevant rates of substitution is never 
self-contradictory. Thus, the compensa- 
tion principle will show that any move- 
ment of the economy to a position where 
the relevant rates of substitution are 
equalized is unambiguously a movement 
toward a superior welfare position. In 
other words, the compensation principle 
shows complete consistency in these cir- 
cumstances. 

These conclusions will be affirmed in 
each of the two stages to be discussed. 
Stage 1 is concerned with the choice of 
individuals in the distribution between 
them of a given bundle of goods. Stage 2 
is concerned with the choice of organized 
communities as between different bun- 
dles of goods. 

Although it was in connection with the 
problem in its latter stage that the Hicks- 
Kaldor and Scitovszky criteria were 
formulated, the self-contradiction of the 
Hicks-Kaldor criterion has often been il- 
lustrated by reference to exchange be- 
tween individuals.’ Since stage 1 is 
simpler and, in any case, logically anteri- 
or to exchange between organized com- 
munities, we shall commence with it. 


7 See, e.g., Little, op. cit. 
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Given two individuals, A and B, 
Table 1 illustrates four possible divisions 
between them of a given bundle com- 
posed of 20X and 20¥. B’s preferences 
coincide with the order shown in the B- 
column, while A prefers 8X and 12¥ to 
10X and 10¥ and prefers 2X and 8¥Y to 
5X and 5¥. The preferences of each indi- 
vidual are consistent with the ordinary 
indifference map construction. 


TABLE 1 


Qn the compensation principle we can 
show that (ili) is superior to (i). For, hav- 
ing moved from (i) to (iii), B can com- 
pensate A to the extent that distribution 
(ii) obtains. And for both of them (ii) is 
superior to (i). 

But, on the compensation principle, 
we can also show that (i) is superior to 
(iii). For, having moved from (i) to (iii), 
we find that, by moving back again to 
(i), we can reach distribution (iv) by 
having A to compensate B to the neces- 
And for each of them (iv) is 
superior to (ili). 

Hence, basing our comparison on the 
(i)-distribution of welfare between A and 
B, (iti) can be shown to be superior to (i). 
While, basing our comparison on the 
(iii)-distribution of welfare, (i) can be 
shown to be superior to (ili). 

Having gone so far, we may legiti- 
mately suspect that, given more data, 
we may find other distributions of wel- 
fare for which these contradictory re- 


sary extent 


sults hold and some distributions on the 
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basis of which (iii) and (i) will appear 
equally preferred. 

That is to say, in order to make the 
compensating principle a completely un- 
ambiguous criterion of welfare, it must 
be made incapable of self-contradiction, 
not merely as between the distributions 
of welfare attaching to the situations to 
be compared, but for all conceivable dis- 
tributions of welfare between the indi- 
viduals. Stated more positively, the com- 
pensating principle is an acceptable cri- 
terion of potential welfare only when it 
comprehends all conceivable distribu- 
tions of welfare in establishing a consist- 
ent result. 

Now it so happens that a sufficient 
condition to satisfy this comprehensive 
compensation principle, in our present 
stage, is the optimum condition of ex- 
change. The manipulations above were 
possible only because neither of the situ- 
ations compared, (i) and (iii), conformed 
to such an optimum. We can lay it down 
that a movement from a position where 
the rates of substitution differ for A and 
B to a position where these rates are 
equalized is an unambiguous improve- 
ment in welfare, inasmuch as it is pos- 
sible for each individual to have more of 
both goods (gainers can more than fully 
compensate losers) and self-contradiction 
is not possible. That is, once we move on- 
to the contract curve, there is no con- 
ceivable distribution of goods as between 
A and B for which both individuals can 
be made better off. 


IV 

In stage 2 we broach the more inter- 
esting problem of a community of indi- 
viduals faced with a choice of different 
bundles of goods. To investigate this 
problem satisfactorily, I shall employ the 
concept of a community indifference 
map, and this section will be taken up in 
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indicating the properties of this construc- 
tion.* 

To be analogous with an individual in- 
difference curve as between X and Y, the 
community indifference curve must have 
the property that, as we move along it, 
the welfare of the community remains 
unchanged. As interpersonal compari- 
sons are ruled out, it is required that, in 
so moving, the welfare of each individual 
in the community remains unchanged. 
This implies that, for any point on the 
community indifference curve, each indi- 
vidual is at some point on the same indi- 
vidual indifference curve. Moreover, 
since in these problems it is always as- 
sumed that the community is optimally 
organized for exchanges between indi- 
viduals, the distribution among them of 
any bundle X and FY, given by some 
point on the community indifference 
curve, is such that the rate of substitu- 
tion of ¥ for X is the same for each indi- 
vidual. 

Hence, given the condition that for 
each individual the rate of substitution of 
Y for X is the same for any point along 
the community indifference curve, any 
such curve may be identified (i) by a 
point Q through which it passes and 
(ii) by the distribution among the indi- 
viduals of the Q bundle. These properties 
can be graphically illustrated by a simple 
method of constructing the community 
indifference map. 

The ordinary box diagram for the two- 

* The construction of the community indiffer- 
ence map suggested in this section was conceived 
prior to reading Baumol’s article, “The Community 
Indifference Map: A Construction” (loc. cit.). 
Though much of what we say may be boiled down 
to the same thing, I decided to retain this section. A 
method of construction which is more graphical, and 
which exhibits the symmetry between the commu- 
nity indifference curve and the community produc- 
tion possibility curve, may be more acceptable to 
some and easier to follow. Moreover, the method of 
construction used here proves to be convenient in 
revealing the nature of the self-contradiction possi- 
bility demonstrated by Scitovszky. 
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person two-commodity case is represent- 
ed in Figure 1. A’s indifference curves, 
@2,..., Gs, are indicated in order of 


preference. B's indifference curves, 2, 
... , Os, are similarly indicated. 


Ay 
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The quantities of XY and Y given by 
the box diagram can be represented by a 
point Q, on the co-ordinate system of 
Figure 2. Though the shape of the com- 
munity indifference curve will differ ac- 
cording to the division of the bundle Q; 
between A and B, whatever the shape of 
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the curve it must, of course, pass through 
(),. However, the condition that the rate 
of substitution of ¥ for X be the same for 
each individual limits us to the possible 
divisions of X and ¥ which are given by 
the contract_curve in Figure 1. 


\ 
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On this contract curve, consider point 
(’, where A's indifference curve a, is 
tangent to B's indifference curve bg. 
erasing all other curves, we are left with 
just these two, which are reproduced in 
the box diagram part of Figure 3. The 
origin of this diagram is indicated by A, 
while B measures the total quantity of Y 
and ¥ given by the bundle, being equiva- 
lent to point Q; in Figure 2. 

By sliding B’s indifference curve, b, 

held in position relative to its own axes), 
upward and downward along the full 
length of A's indifference curve, a), while 
keeping 4 always tangential to the curve 
a;, we cause B's origin, B, to describe the 
shape of an indifference curve. Using A 
as the origin, this newly described indif- 
ference curve is the community indiffer- 
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ence curve that we seek.’ It is the only 
valid community indifference curve 
which can be derived for a bundle Q, with 
an initial division of welfare between A 
and B indicated by the point C’ on the 
contract curve of Figure 1. On this com- 
munity indifference curve, B’ indicates a 
position where the community consumes 
only X. B” indicates some position where 
the community consumes both X and Y. 
This community indifference curve is re- 
produced in Figure 2 as /,, passing 
through Q,, the given bundle of goods."® 

Returning to our box diagram of Fig- 
ure 1, we may choose any point on the 
contract curve and construct a communi- 
ty indifference curve in the manner just 
illustrated. Provided that the slope of 
mutual tangency along the contract 
curve differs everywhere from that of 
point C’, the choice of some point other 
than C’ will yield a community indiffer- 
ence curve which passes through Q;, in 
Figure 2, at a slope different from that 
of 

For instance, 7,’ (in Fig. 2) may be 
taken to represent a community indiffer- 
ence curve derived from the point C” on 
the contract curve. By taking all points 
on the contract curve, an infinite number 
of community indifference curves may be 


® This is analogous to the method of constructing 
a combined production possibility curve from two or 
more individual curves by “somersaulting’’ one of 
these curves over the other, and sliding the “fron- 
tier’ of the first, tangentially, over that of the sec- 
ond 

This way of ccmbining individual production 
possibility curves was demonstrated by J. R. Hicks 
in the course of his lectures at Manchester Univer- 
sity in 1945 

Tf there is now a third individual, C, with some 
level of welfare indicated by an indifference curve, 
we can, in a like manner, “‘somersault’’ his indiffer- 
ence curve and slide it tangentially along the existing 
community indifference curve for A and B. In this 
way we describe a community indifference curve for 
three individuals. Every additional individual we 
wish to include in the community adds, in a similar 
fashion, to the community indifference curve 
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generated in the way described, each 
passing through (), (on Fig. 2) at a differ- 
ent angle--an angle which reflects the 
rate of substitution of ¥ for X common 
to both individuals at the particular 
point on the contract curve. 

However, we cannot move along the 
contract curve without making one indi- 
vidual better off at the expense of the 
other. Since interpersonal comparisons 
are ruled out, no comparisons may be 
made between the community indiffer- 
ence curves derived from different points 
on the contract curve. 

Now, the construction of a community 
indifference map may be formed around 
any one of these community indifference 
curves. But, having chosen one of them, 
we can move to a higher curve only by 
providing additional goods in a consist- 
ent manner. Consistency in this respect 
requires only that any additional goods 
be distributed so that no individual is 
worse off and at least one of them is 
thereby made better off. Conversely, if 
there is a subtraction of goods so that, 
while no individual is made better off, at 
least one of them is thereby made worse 
off, there is a movement to a lower com- 
munity indifference curve. 

This, of course, gives us plenty of lati- 
tude in the construction of such a map. 
For instance, we may describe increas- 
ingly higher community _ indifference 
curves, within the above restriction, by 
adding successive increments of either 
X, or Y, or both, to B’s bundle alone 
while leaving A’s welfare unchanged. 

In graphical terms we may use B's 
successively higher indifference curves to 
redescribe successively higher communi- 
ty indifference curves by moving each of 
them tangentially over A’s unchanged 
indifference curve. After doing this a 
number of times, we may add, instead, 
successive increments of one or both 
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goods to A’s welfare alone. The corre- 
spondingly higher indifference curves for 
A are then used, in an analogous manner, 
to describe community _ indifference 
curves of successively higher welfare. 
Thereupon we may add yet higher com- 
munity indifference curves to this map 
by giving increments of X and ¥ to both 
individuals in an arbitrary manner. A 
community map constructed in this 
fashion is quite consistent and usable for 
our purposes." 

Thus equipped, we move on to investi- 
gate just how the compensation prin- 
ciple, when applied from different situa- 
tions, may give contradictory results. 

We may start by illustrating the un- 
ambiguous case where, beginning from a 
community bundle, Q;, some additional 
X and/or Y is added to give us a new 
bundle, (2. The two positions to be com- 
pared are (i), the point C’ on the contract 
curve in Figure 1 (which we may identify 
as the Q, contract curve). This point rep- 
resents A's indifference curve, @,, and B's 
indifference curve, b. And (ii), some 
point C” on the contract curve pertain- 
ing to the new bundle, Q2 (which we may 
identify as the Q, contract curve). This 
point C”’ involves, let us suppose, the in- 
dividual indifference curves, a3 and bs. 

In Figure 2, /, is the community indif- 
ference curve derived from C’ on the Q; 
contract curve and corresponds to the 
proper summation of the individual in- 
difference curves, a; and by. J; is the 

" A community indifference map drawn for “a 
given distribution of welfare’’ suggests that addi- 
tional goods are distributed so that the ratio of the 
total utilities of the individuals remains unchanged. 
This sort of map cannot, of course, be constructed, 
since we cannot measure individual utility. 

Where we wish to compare situations with differ- 
ent indifference maps, we may distinguish between 


such maps by associating each map with some rele- 
vant community indifference curve 
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community indifference curve derived 
from C’’ on the Q, contract curve and 
corresponds to the proper summation of 
the individual indifference curves, a3 and 
bs. Clearly, these two community indif- 
ference curves are not comparable, since 
in the latter curve, J;, individual A is 
better off than he is in J,, while individu- 
al B is worse off than he is in J;. These 
two community indifference curves are 
therefore not consistent and cannot be 
part of a single community indifference 
map. 

Nevertheless, these two bundles, Q, 
and Qs, can be made comparable through 
the use of community indifference curves 
by using either (a) a community indiffer- 
ence map drawn so as to be consistent 
with /; or (6) a community indifference 
map drawn so as to be consistent with J). 
That is, for (a2) we can construct a com- 


munity indifference curve passing 


through Q, which is consistent with J, 
which passes through Q,. This curve is 
drawn as /;. For (b) we can construct a 
community indifference curve passing 
through Q, whichis consistent with J, 
passing through Q,. This curve is drawn 


as J). 

Whether we consult the community 
indifference curves of the J’ map, or 
those of the 7’ map, we see that Q, is a 
preferred position to Q. This result is, of 
course, sure to obtain for an unambigu- 
ous increase in the community's bundle, 
such as that which takes us from Q; to 
(J. For, regardless of the relative valua- 
tions of X and FV, some additional X 
and or FY may always be distributed 
among the community so as to make at 
least some of the individuals better off 
making any individual any 
worse olf. This can be taken to imply 
that, on any conceivable community in- 
difference. map, the QV. bundle will be on 
a higher curve than the Q, bundle. 


without 
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This necessarily consistent result for 
all community indifference maps disap- 
pears once the movement from Q to Q: 
is no longer unambiguous; i.e., Q2 is a 
bundle with more of one good than Q; 
but /ess of the other. It then becomes 
possible to have Q: preferred to Q, on the 
I’ map and to have Q, preferred to Q: on 
the /"’ map, a state of affairs which is il- 
lustrated in Figure 4. 
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To investigate more closely the condi- 
tions which make possible this contradic- 
tory result, let us suppose that, in mov- 
ing from Q, to Qe, we add just one unit of 
X and subtract just one unit of Y. 

Now, in considering the Q; contract 
curve alone, there will be some range 
along which the rate of substitution of Y 
for X is greater than 1. Along that range 
a movement from (Q) to Q: is a movement 
to a better welfare position for the com- 
munity, since for every individual in the 
community the unit of X added is valued 
more highly than the unit of Y which is 
subtracted. It follows, then, that any 
community indifference curve derived 
from a point within this range of the Q, 
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contract curve will have Q; above it. On 
the other hand, for the range of the Q, 
contract curve where the rate of substi- 
tution of ¥ for X is less than 1, the move- 
ment to (, is a movement to an inferior 
welfare position for the community, 
since for each individual in the communi- 
ty the unit of X added is valued less high- 
ly than the unit of ¥ which is subtracted. 
A community indifference curve derived 
from any point along this latter range of 
the Q, contract curve would pass 
above 

For sharper illustration, let us suppose 
that a movement from () to Q: is a rela- 
tively negligible change in the communi- 
ty’s bundle such that, if the box dia- 
grams pertaining to these two bundles 
had their axes superimposed, their re- 
spective contract curves would run close- 
ly parallel. A movement from Q, to Q2 
actually involves a movement from a 
point C; on the Q; contract curve to some 
point C; on the Q: contract curve. Now, 
it is conceivable that the movement from 
bundle Q; to bundle Q, is necessarily as- 
sociated with a redistribution of welfare 
as between the individuals of the commu- 
nity such that C, and C; are far apart— 
at least, sufficiently far apart that, for 
the community, the rate of substitution 
of Y for X, from being greater than 1 at 
C;, becomes less than 1 at Co. 

It follows that, if we derive our com- 
munity indifference map from the point 
C;, Q2 is a better welfare position than 
Q;, inasmuch as every member of the 
community can be made better off. The 
reverse is the case if we derive our com- 
munity indifference map from C;. 

This change in the rate of substitution, 
which proceeds only from those changes 
in the distribution of welfare that are nec- 
essarily associated with the production 
of the bundles to be compared, and is 
therefore common only to community in- 
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difference curves, is to be considered 
supplementary to the other, more obvi- 
ous, cause of changes in the rate of sub- 
stitution; namely, the alteration in the 
composition of the bundle, this being 
common to all indifference curves. 

This supplementary change in the rate 
of substitution may be in the same, or in 
the opposite, direction to the latter 
change in the comparison of any two 
bundles. But, whatever its direction, it is 
responsible for making possible the inter- 
section of community indifference curves 
derived from points on the respective 
contract curves of the bundles to be com- 
pared. And, wherever intersection of this 
sort occurs, we may get contradictory re- 
sults from applying the compensation 
principle in the two different positions, 
as was illustrated in Figure 4. 

VI 

Once, however, we are aware of the 
possibility of self-contradiction, we can- 
not rest satisfied even with the Scitov- 
szky criterion, for we may legitimately 
suspect that, even though the latter is 
fulfilled, there may yet be indifference 
maps built around community indiffer- 
ence curves (other than those determined 
by the distributions of welfare attaching 
to the bundles to be compared) for which 
the contradiction can arise. What is re- 
quired once more, then, is our compre- 
hensive criterion which will free us com- 
pletely from concern about the distribu- 
tion of welfare: to be acceptable, the 
same result must be secured using all pos- 
sible community indifference maps. That 
is to say, we shall adopt the criterion 
that, in moving from I to II, Il isa better 
welfare situation than I if, for all conceiv- 
able distributions of welfare between the 
individuals concerned, the gainers can 
more than fully compensate the losers. 

As we might expect by analogy with 
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the first stage of the discussion, the com- 
prehensive criterion is met by the ordi- 
nary principles of resource allocation. 
Though in this stage the rate of substitu- 
tion of ¥ for X is initially the same for all 
individuals, we are no longer concerned, 
as we were in the first stage, with a given 
bundle of goods. We have to compare 
two bundles of goods, and efficient alloca- 
tion will, in this circumstance, require 
that we know the production conditions. 
Given these production conditions, an 
optimum organization requires that the 
rate of substitution in the consumption 
of any pairs of commodities (already the 
same for each individual in the commu- 
nity) be equal to the rate of substitution 
in their production. Once this optimum 
is established, the comprehensive criteri- 
on is fulfilled; that is, using, as a basis for 
generating community indifference maps, 
any division between individuals of 
given bundles of output, all these maps 
will show the same result that the opti- 
mum situation is superior to the non- 
optimum situation, 

This statement may be tested by a 
consideration of the most efficient pro- 
duction possibilities open to the econo- 
my. Within this range of possible 
bundles, we compare a situation which 
meets the requirements of an optimum, 
as detined, with one which does not. If 
the fulfilment of the optimum truly obvi- 
ates all self-contradiction, then it will 
prove impossible for any concervable com- 
munity indifference map to place a 
bundle which, though on the production 
possibility curve, does not fulfil optimum 
conditions on a higher community indif- 
ference curve than a bundle which meets 
all the optimum conditions. 

Consider, for the present, two bundles 
only, Q, and Q),, the latter being in an op- 
timum situation and being represented, 
therefore, in Figure 5 by a point where a 
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community indifference curve is tangent 
to the production possibility curve.” Us- 
ing some community indifference map 
based on the division of output attaching 
to the Q; bundle, Q, is seen to be on a 
higher community indifference curve, J), 
than Q,, which is on /;. 
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Then the optimum condition fulfils the 
Hicks-Kaldor criterion, for, beginning 
with the Q, division of welfare between 
i. dividuals, all of them could be made 
better off by moving to the optimum 
situation. 

To apply the Scitovszky criterion, we 
have the community make the change 
from the bundle, Q,, in the suboptimum 
situation, to some optimum situation on 
the production possibility curve and once 
again apply the compensation principle. 
Now the optimum situation which the 

'? We need not restrict ourselves to the definition 
of the production possibility curve as a locus of the 
possible bundles of output for which the ratio of the 
marginal products, in all commodities, is the same 
for each factor. We can allow for occupational prefer 
ences by defining it as the locus of bundles of output 
for which each factor is indifferent as between pro- 
ducing a given ratio of the commodities 
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community actually moves to is not nec- 
essarily given by Q,, since this position is 
the hypothetical optimum determined by 
the community indifference map based 
on the output distribution of the QO; 
bundle. In the movement to produce an 
output different from Q, there will be 
some reallocation of resources, which 
generally implies some redistribution of 
incomes, so that the optimum situation 
actually attained may not be at Q, but at 
some other point on the production pos- 
sibility curve, say, Q). 

A community indifference map based 
on the Q; output distribution is gener- 
ated. We an then identify the communi- 
ty indifference curve, J;, which passes 
tangentially through the production 
curve at Q;, and another community in- 
difference curve, consistent with the first, 
which cuts the production possibility 
curve at some point, Qj, the angle of in- 
tersection representing the required de- 
gree of discrepancy between price and 
marginal cost ratios. This hypothetical 
nonoptimum bundle is, of course, not 
necessarily coincident with Q;. If I; is 
below J;, then the Scitovszky criterion 
is also fulfilled. 

A cursory examination of the diagram 
will convince us that the introduction of 
the production frontier will insure this 
result. 

Indeed, this can be generalized not 
only for the community indifference 
maps based on the divisions of output at- 
taching, respectively, to Q; and Q>, but 
for all conceivable maps. In order to ad- 
mit a contradiction, we should have to 
show that there is one conceivable com- 
munity indifference map in which a com- 
munity indifference curve intersecting 
the production frontier is above the com- 
munity indifference curve tangent to the 
production frontier. If this could be 
done, we should conclude that there are 
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conceivable distributions of welfare for 
which, using the compensation principle, 
a suboptimal situation will appear supe- 
rior to an optimal situation. 

But this, it will be seen, cannot be 
done. In fact, for all conceivable commu- 
nity indifference maps, the tangential in- 
difference curve will be above the indif- 
ference curve which cuts the production 
frontier." 

Vil 

We have established that, as between 
two bundles producible with the given re- 
sources of the economy, the one which 
fulfils the optimum conditions is, by the 
compensating principle, unambiguously 
superior to the suboptimal bundle. From 
this result it follows that, if we construct 
a production possibility curve, P,P, as 
in Figure 6, which at some points is below 
the most efficient production curve P,;P,, 
then, for all conceivable community in- 
difference maps, an indifference curve 
which is tangent to the suboptimal pro- 
duction curve will be below the indiffer- 
ence curve which is tangent to the opti- 
mal production curve. This is because 
any indifference curve which is tangent 
to the suboptimal production curve must 

7A simple mathematical proof of this proposi- 
tion is as follows: 

Let = J:(x) and = /,(x) be continuous in- 
difference curves. Let V3 = p(x) be a continuous 
production possibility curve, such that: 

(i) I2(z) > p(x) for all x except x, where J;(x) = 
p(x), 

(ii) — # for all x, 

(iii) = p(x) for some x. 

Note: x; # xo, otherwise J;(x;) = p(x) = p(x) = 
i.e., = at which contradicts con- 
dition (ii) above 

Conclusion: I,(x) > 1,(x) for all x. 

Proof: Let k(x) = (Since I; and 
are continuous, & is also continuous.) We must show 
that &(x) > for all x. Now &(x,) = J,(x,) — 
= — > 0, by condition (i), and 
note to condition (iii). Since A(x) > O for x, and 
since &(x) # 0 for all x, by condition (ii), it follows, 
by the intermediate value theorem, that &(x) > 0 
for all x. That is to say, /;(x) > ¥,(x) for all x 
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intersect the optimal production curve, 
and we have just shown that any inter- 
secting indifference curve will always 
have above it an indifferenge curve, con- 
sistent with it, which is tangent to the 
optimal production possibility curve. 

It is interesting to recall that it was a 
particular case of the above proposition 
which started the controversy about the 
compensation principle. Put in its sim- 
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plest form, the question was whether it 
could be shown unequivocally by the 
compensation principle that free trade 
was better for the community than no 
trade. The answer is clearly “Yes,’’ for 
free trade results in an optimal situation, 
while no trade is suboptimal. 

To illustrate briefly, the position of 
England before opening trade is indicat- 
ed in Figure 7 by a point V,Q, on the pro- 
duction possibility curve, Once 
trade is opened with other countries, 
England is faced with world terms of 
trade, 77, which we must assume differs 
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from the pretrade price ratio in order 
that world trade be engaged in. Once the 
new equilibrium is established, England 
produces a combination of corn and 
cloth indicated by N, and consumes that 
combination indicated by Qo. 

The situation is easily recognized. For 
any community indifference map the in- 
difference curve tangent to the TT line is 
sure to be above the indifference curve 
tangent to the production curve P,/). 

Once the change to free trade is made, 
on the grounds that the landlords (who, 
we assume, are the losers) can be more 
than fully compensated by the rest of the 
community (who, we assume, are the 
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gainers), there can be no case—using this 
same principle—for England's returning 
to a policy of self-sufficiency. For, regard- 
less of any possible changes in the distri- 
bution of welfare within the community, 
the gains of the landlords in moving back 
to a no-trade position would never suffice 
to compensate the rest of the community 
for the losses incurred. 


= 
| 
° 
Fic. 6 v 
\ 


UNION REPRESENTATION ELECTIONS 


JOHN V. SPIELMANS 
Marquette University 


Wagner Act, in instituting 

sponsorship of collective bargain- 

ing by the federal government, laid 
down the ‘majority rule’’: a labor organ- 
ization was to be recognized as the sole 
bargaining agent for all workers in the 
bargaining unit if designated for that 
role by a majority of the workers in the 
unit. The administration of this provi- 
sion was intrusted to the National Labdr 
Relations Board. Whenever, upon being 
properly petitioned, the Board finds that 
“a question of representation exists,” it 
decides the question through a represen- 
tation election.' 

During the decade and a half since the 
passage of the Wagner Act well over fifty 
thousand such elections have been held. 
The rich statistical material resulting 
from them has been analyzed in the 
Board's annual reports in ever greater 
detail. But, no matter what new classifi- 
cations and cross-classifications the anal- 
ysis has introduced in the course of time, 
it has always been dominated by the 
same basic point of view: the affiliation 
of the unions taking part in, or petition- 
ing for, and, or winning the elections. To 
adopt this point of view was natural 
enough in the early years of the Board's 
activity, when the then recent split in the 
labor movement was a burning issue. To 

1 Under the Wagner Act the Board was author- 
ized to “take a secret ballot of employees or 
utilize other suitable methods to ascertain such 
representatives” (Sec. 9{c]). Hence it sometimes 
settled the question by ‘“‘cross-check”’ of union 
cards against payrolls. Under the Taft-Hartley Act 


the Board is required to use elections only (Sec. 
[1]). 


know how the elections and their results 
were distributed among AFL, CIO, and 
unafiiliated unions was, at that time, 
doubtless important. But, with the pass- 
ing years, this issue has greatly lost sig- 
nificance as the two national federations 
have reapproached each other, and new 
dividing issues, cutting across affiliation 
lines, have made their appearance. Nev- 
ertheless, the Board's analysis has fol- 
lowed the same pattern. 

In studying the record as presented by 
the Board, it has occurred to me that 
there is another viewpoint from which to 
analyze the figures from which more sig- 
nificant information concerning these 
representation elections can be obtained. 
My views are developed in this article. 


THE TWO CLASSES OF REPRESEN- 
TATION ELECTIONS 


There are two distinct situations call- 
ing for representation elections. Either 
two or more rival unions—usually but 
not always of different affiliations? 
compete as bargaining agents or a single 
union claims bargaining rights. That is, 
there are multi-union and one-union elec- 
tions. 


* Originally the Board declined to hold elections 
to decide “jurisdictional! disputes” involving unions 
of the same afliliation. In the course of time, how- 
ever, it has deviated more and more from this prin- 
ciple. Accordingly, while the earlier reports showed 
only four classifications of participating unions— 
AFL-CIO; AFL-unafiiliated; CIO-unafiiliated; un- 
affiliated-unaffiliated—the later ones show ever 
more combinations, such as AFL-AFL; CIO-CIO; 
2AFL-CIO; AFL-AFL-AFL; etc. The Fifteenth 
Annual Re port (1950) shows no fewer than seventeen 
such classifications. 
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The Board was aware of this distinc- 
tion from the beginning because of cer- 
tain differences in election technicalities 
in one situation and the other. One con- 
cerned the form of the ballot. In one- 
union elections the ballot naturally had 
to provide spaces for the only two alter- 
natives, “for union” and “‘for no union.” 
In multi-union elections, on the other 
hand, the Board was at first doubtful 
whether the ballot should provide spaces 
for only the two or more competing 
unions or also for ‘no union.”’ In fact, 
during the first two years of its practice 
the Board refused in multi-union elec- 
tions to give ballot space to ‘‘no union,” 
contending that its functions were ‘“‘to 
ascertain the bargaining agent, and not 
to hold elections to determine whether 
employees desire individual rather than 
collective bargaining with their employ- 
er.’ This was obviously an inconsistent 
contention, since all one-union elections 
were held for no other purpose than to 
determine whether employees desired in- 
dividual rather than collective bar- 
gaining. Accordingly, the Board soon 
changed its attitude and provided ballot 
space for “no union” also in multi-union 
elections much to the dissatisfaction of 
the participating unions, which claimed 
that a small “‘no-union”’ vote should not 
be allowed to interfere with the certifica- 
tion of the union receiving the greatest 
number of votes.‘ The second technical 
ditference was in the determination of the 
winner. In multi-union elections, with 
“no union’ now always at least a third 
alternative, a party receiving the largest 
vote might have a plurality only, which 
raised the question of whether and how 
Marine Corp., 1 
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4 ‘The arguments pro and con, as used in a num- 
ber of cases, are fully discussed in the Board’s 
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to conduct run-off elections.’ In one- 
union elections, on the other hand, this 
problem did not arise. 

Yet, while thus made aware of the dis- 
tinctness of the two types of elections, 
the Board did not otherwise pay much 
attention to it. No explicit breakdown of 
the figures into multi-union and one- 
union elections was ever made. Actually 
in the Board’s first five annual reports 
(1936-40) the figures cannot even be sep- 
arated into the two classes. Only begin- 
ning with 1941 is this possible because of 
a fuller breakdown by participating 
unions showing the affiliations of all 
unions involved in elections and hence re- 
vealing~ -inadvertently, one might say — 
those in which only one union competed 
against ‘“‘no union.”’ With the distinction 
thus having crept in, some of the subse- 
quent Board reports make occasional re- 
marks about the two kinds of elections; 
for example, mentioning at times their 
percentages of the totals, or noting that 
during the year in question one-union 
elections took place in smaller average 
units, and so on. But beyond such pass- 
ing remarks the Board reports attach no 
further importance to the distinction. 

Nevertheless, it seems that the dis- 
tinction between multi-union and one- 
union elections is a very significant one, 
just because—-as already noted—the is- 
sues are quite different. In one-union 
elections, where the only choice is between 
representation through a union or no rep- 
resentation, the issue is in fact collective 
bargaining or individual bargaining. 
Such elections are most likely to occur at 
the ‘frontier’ of collective bargaining, 

* Under the Wagner Act, which made no refer- 
ence to run-off elections, this question was variously 
handled by the Board, with little unanimity among 
the members (see, e.g., Sixth Annual Report [1941], 
pp. 19 1f.; Eighth Annual Report (1943), p. 15). The 


Taft-Hartley Act specified the procedure to be 
used in run-off elections (Sec. 9{c}[3]). 
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where unions are attempting to pene- 
trate, or maintain themselves, in princi- 
pally unorganized areas.® In multi-union 
elections, on the other hand, the chief is- 
sue is representation in collective bar- 
gaining through one union rather than 
another. Individual bargaining is at issue 
only inasmuch as “‘no union” is also one 
of several alternatives. But this, as we 
shall see, is only a very minor issue. 
Elections of this kind are therefore as 
likely as not to occur in already organized 
areas. 

Accordingly, I wished to find out 
whether these two kinds of elections, ap- 
parently of distinct significance for the 
labor movement, also have distinct sta- 
tistical characteristics and, if so, what 
they are. Hence I separated the Board's 
published figures into the two classes, by 
combining into a single class all those in- 
volving two or more unions, regardless of 
affiliation; and into another class all 
those involving one union only, also re- 
gardless of affiliation. These two sets of 
figures were then analyzed in the manner 
shown in the tabulations below. The re- 
sults seem significant. 


NUMERICAL ANALYSIS OF THE TWO KINDS 
OF REPRESENTATION ELECTIONS 


The figures are presented in two tables. 
Table 1 shows data which characterize 
the dimensions of the two classes: the re- 
spective numbers of annual elections and 
their ratios (cols. [1] and [2]); the totals of 
eligible voters and their ratios (cols. [3] 


* While it frequently happens that two or more 
unions are simultaneously trying to organize an 
area, representation elections in such situations are 
in genera! not likely to allow ballot space to each 
rival union; for under the Board’s rule not only the 
petitioning union but all intervening unions as 
well must be indorsed by 30 per cent of the workers. 
Hence two unions on the ballot would require 60 
per cent indorsement, which, while entirely possible, 
is perhaps not typical for hitherto nonunion terri- 
tory. 
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and [4]); and the average size of the vot- 
ing units, that is, the eligible voters per 
election, respectively, for the two classes. 

Table 2 presents certain significant re- 
sults of the voting: the numbers of elec- 
tions won by “‘no union” and their per- 
centages of the respective totals (cols. [1] 
and [2]); the numbers of total votes cast 
and of those cast for ‘‘no union,” with the 
resulting percentage ‘“‘no-union’’ votes 
(cols. [3], [4], [5]); and also the percentage 
of workers failing to vote (col. [6]). 

Discussion of Table 1. According to 
columns (1) and (2), the number of one- 
union elections has been throughout far 
larger than that of multi-union ones. In 
fact, their ratio has been, with fair con- 
stancy, between 3:1 and 4:1, while in the 
first Taft-Hartley years it rose to about 
6:1. 

At the same time the average voting 
unit (col. [5]) has been throughout much 
larger in the multi-union class. In both 
classes the size of the unit has decreased 
through the years but far more in the 
one-union than in the multi-union class. 
In the former it has steadily fallen from 
approximately 250 to about 80; while in 
the rival-union elections it dropped, more 
irregularly, from over 600 to between 300 
and 400.’ 

Parenthetically it should be noted that 
this “average voting unit"’ is, of course, a 
very crude measure only because of the 
tremendous range of the units from a 
mere handful to tens of thousands of 
workers. Unfortunately the Board's anal- 
ysis does not include a size distribution 

’ Broken down by affiliations of the participating 
unions, the elections involving CIO unions are, for 
obvious reasons, always larger than those involving 
AFL unions. But even the one-union CIO elections 
taken alone are, on the average, much smaller 
than the total average of multi-union elections and 
even considerably smaller than the average smallest 


scale class of multi-union elections (AFL-unafiili 
ated). 
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TABLE 1 
ANNUAL ELECTIONS, ELIGIBLE VOTERS, AND AVERAGE VOTING UNIT 


AVERAGE 


Annual Exections | Eviciate Voters Vorine Unit 
(5) 


Number Number® 
1) (3) 


Multi- One 
Union Union 


One- | One 
Multi 
| Multi 
Union Union 
1941 30 
1942 
19434 
1944 
1945 
1946 
1947 
1948 
1949 
1980 


ow 


ww 
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* In thousands 


TABLE 2 
“No-UNION” ELECTIONS, VALID VOTES CAST, AND NONVOTING 


: | Votes Cast NonvorTING 
“No Unton 


Number Per Cent* Numbert Per Cent? Per Cent$ 
1) (2) (S) (6) 


Multi One Multi-| One Multi Multi- | One- 
Union | Union | Union | Union | Union | Unix Union | Union 
| Multi-; One- | Multi-| One 


| Union | Union | Union | Union ! 


1941 3 |} 18 | 329) 401 
1942 523 | 422 645 
1943 5 : 7 505 622 
1044 53 | 76) 5S | 583 | 739 
1945 | 411 481 
1946 | 298! 401 
1947 5 ,572 | 417 | 388 
1948 834 | 30 | 187 
1949 537 33 | «203 313 
1950 | 480 |} 301 
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* Of elections won by “‘no union’ among all elections in respective classes 
In thousands 
2 Of votes cast for ‘no union” among all votes cast in respective classes 


§ Of nonvoters among all eligible voters in respective classes 


Yeas | | 
| 
ql | 650 | 254 
| $15 | 245 
| 680 | 240 
§50 | 200 
| SOO | 148 
| 350 | 105 
| 328 | 83 
380 77 
275 | 77 
405 | 84 
| 
| For j 
| | — “No Union" | 
(3) 4) | | | 
| 
23 | 117] | 29 | 16 | 18 
30 | 142 | 22 | 20 | 19 
39 | 165 | | 27 | 19 18 
27: | «210 | | 35 | 18 | 18 
26 | 162 | | 34 | 18 | 19 
27, | 142 | 35 | 19 16 
26 | 157 |} 41 | 14 14 
8 | 6 | 37 | 15 12 
17 | 123 | 39 12 12 
22 | 109 | 36 11 14 
| 


of these units.* It did give sich size dis- 
tribution, however, for the union-shop 
elections which were until recently re- 
quired under the Taft-Hartley Act. 
These showed that over 50 per cent of all 
elections involved less than twenty work- 
ers, and another 30 per cent between 
twenty and a hundred workers. Since the 
size distribution of the units for represen- 
tation elections is likely to be similar to 
that of union-shop elections, and since 
the average unit in one-union elections 
has recently been four to five times small- 
er than in the multi-union ones, one may 
conclude that perhaps considerably more 
than 50 per cent of the one-union elec- 
tions are held in units of less than twenty 
workers. 

With the multi-union elections rough- 
ly four times less frequent but from three 
to four times larger, the total of eligible 
voters (col. |3}) has been fairly equal and 
usually, but not always, somewhat larger 
in the one-union elections. This shows 
that about four times as many elections 
are held to poll an approximately equal 
number of workers on the question of in- 
dividual or collective bargaining, as on 
the question of representation through 
one union rather than another. 

While both classes of elections are thus 
characteristically different in their nu- 
merical dimensions, their over-all trends 
have been similar: both increased until 
1947, with maximum total vote during 
the war years; both fell sharply in 1948 
the multi-union elections by 70 per cent, 
the one-union ones by 50 per cent of the 
previous year; after that both resumed a 
rising trend. 


®Only the Eighth Annual Report (1943) gave 
a size distribution of representation elections 


(Table 7, p. 90), but a strangely inadequate one, 
revealing the extent neither of the very smal] units 
(all lumped under “below 100,” making up 80 per 
cent of the total) nor of the very large units (all 
lumped under “over 1,000"). Other reports contain 
only occasiona! references to the size of the units. 
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This highly spectacular ‘‘Taft-Hartley 
shock,”’ which was doubtless due partly 
to the unions’ initial resolution to boy- 
cott the NLRB in protest against the 
“slave-labor law” and partly to the con- 
fusions and delays over all the new re- 
quirements under Sections 9(e), (f), and 
(g), was passed over in silence in the 
Board's 1948 report —in accordance with 
the generally “Pollyannish’’ tone of 
many government reports--while the 
union press made the most of it as a sure 
sign that Taft-Hartley was destroying 
the American labor movement. 

It must be understood, however, that 
in itself a decreasing number of represen- 
tation elections is by no means a symp- 
tom of diminishing vigor of the labor 
movement. In fact, an eventual decrease 
in multi-union elections might have the 
very positive meaning that strong, un- 
rivaled unions are gaining unchallenged 
bargaining status in more and more in- 
dustries; this might happen some day 
with great suddenness if AFL and ClO 
should reunite. A decrease of one-union 
elections, on the other hand, might mean 
on the negative side that unions are less- 
ening their attempts of penetrating into 
nonunion areas or, on the positive side, 
that collective bargaining has become 
more and more widely accepted, so that 
individual bargaining is no longer an is- 
sue to be voted upon. There is also a 
symptomatically neutral factor at work 
tending to reduce the number of annual 
elections; this is the trend toward collec- 
tive-bargaining agreements of longer du- 
ration.® 

Discussion of Table 2.— More striking 
even than the differences in the number 
and size of the two kinds of elections are 
those in their results. 


* In the face of this trend the Board has recently 
adopted two years rather than one year as “its 
standard of a reasonable contract period” (Fifteenth 
Annual Report (1950), p. 68). 
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The percentage of elections won by 
“no union’’ (col. [2|) is throughout much 
smaller in the multi-union than in the 
one-union class: the ten-year average is 
close to 8 per cent in the former, over 
against 24 per cent in the latter. In both 
classes this percentage has increased 
through the years, but in the multi-union 
class only from an average 7 per cent 
over the first five years to 9 per cent over 
the last five vears and in the one-union 
class from an average of about 18 per 
cent for the first five years to 29 per cent 
over the last five years and up to 32 per 
cent if taken only over the last three 
(post Taft-Hartley) years. 

I-ven more marked are the differences 
in the percentage ‘“‘no-union”’ vote (col. 
15}). In the multi-union class the ten-year 
average is about 7 per cent, unchanged 
from the first five to the last five years; in 
the one-union class the ten-year average 
is about 33 per cent, increased from an 


average 29 per cent for the first five years 
to 38 per cent for the last five 

These figures seem to reflect two dis- 
tinct phases of anti-unionism among the 
Phe small constant “no-union”™ 
vote in the multi-union elections appears 


workers 


to measure the anti-union§ sentiment 
among American workers at large. The 
high and mounting ‘‘no-union”’ vote in 
the one-union clections, on the other 
hand, seems to be due to the organiza- 
tional frontier’s moving into areas of 
higher union resistance; into industries 

such as trade and semiagricultural food 
producing and processing which are 
less amenable to organizational activity; 
and into geographical areas where social- 
ly backward working populations are op- 
posed to union fees and discipline and 
suspicious of outside organizers as “ Yan- 
kees who only want your money” or as 
“Reds and Communists coming to stir up 
trouble in your peaceful community.” In 
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this respect the emphatically re-estab- 
lished “right of free speech” for employ- 
ers (under Sec. 8[c] of the Taft-Hartley 
Act) is likely to be a contributing factor 
by permitting them to fan any glimmer- 
ing anti-union sentiments among the 
workers into open flames of active and 
even violent opposition to organization. 

A significant conclusion follows also 
from columns (2) and (5) in conjunction. 
The approximately 40 per cent “no- 
union” vote in the one-union elections, 
although large, is after all only a minori- 
ty. If it were uniformly distributed 
through all voting units, no elections 
could be lost; all would be won with more 
than a 60 per cent majority. The fact 
that, with an over-all ‘‘no-union” vote of 
less than 40 per cent, about 30 per cent 
of one-union elections were lost to “‘no 
union” indicates that this vote must be 
strongly concentrated in the smaller 
units. The same holds true also for the 
multi-union class, where a mere 7 per 
cent “‘no-union”’ vote causes on the aver- 
age & per cent of elections to be lost to 
‘“‘no union.”’!” 

Still to be noted is the percentage of 
workers failing to cast valid votes (col. 
[6]). In contrast to the ‘‘no-union” vote, 
this nonvoting has been almost exactly 
the same in both classes: a ten-year aver- 
age of 16 per cent, which, separated into 
two five-year averages, has diminished 
from 18 to 14 per cent in both; and, taken 
only over the three Taft-Hartley years, 
to less than 13 per cent in both. A priori 
one might have expected to find the non- 

' The Board, which has the complete original 
election data in hand, could of course give the exact 
distribution of the “‘no-union”’ vote over the various 
size classes of the voting units for both classes, which 
information would be very illuminating. There are 
some other data which would throw much light on 
the situation: the total electorate in the elections 
won and lost by the unions in the two classes of 
elections and the “union” and “no-union” vote 
cast in elections won and lost 
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voting unequal in the two classes. For in- 
stance, one might have argued that it 
would be smaller in the one-union elec- 
tions where the issue-—individual or col- 
lective bargaining—-was more basic; or, 
again, that it would be smaller in the 
multi-union elections where rival-union 
agitation could be expected to stir up 
more interest. Maybe these two factors 
offset each other. At any rate, no differ- 
ence is apparent; a certain, although di- 
minishing, percentage of workers simply 


per Election 
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ELECTION PROFILES 


Summarizing all the various numerical 
characteristics of the two classes of elec- 
tions, I show them in Figure 1 dimension- 
ally integrated into ‘‘profiles.”"" Of the 
ten years for which data are available, 
four have been chosen: 1942, an “early” 
and wartime year; 1947 and 1948, the 
last ante-Taft-Hartley and first post 
Taft-Hartley, the latter looking like a 
pocket edition of the former; and 1950, 


Average Number of Workers 


Electu 


Fic. 1 


r 


Profiles of representation elections for four selected years. The width 
of the rectangles represents the number of elections in thousands, the height the 
average number of workers per election; hence the area represents the total of 
eligible voters. It is divided into pro-union, anti-union, and nonvote. To be noted 
are the characteristically different patterns for the two classes of elections: the 
narrow, high A rectangles with their thin anti-union strip, and the wide, low B 


s, in Thousands 


Leyene 


A  Multi-umion elections 
One -union elections 

Pro-union vote 

Anti-unon vote 


Nonvote 


rectangles in which the breadth of the anti-union strip is approaching that of 


the pro-union one 


takes no interest in the question of union 
representation no matter what the par- 
ticular issue. 

Compared to political elections in the 
United States this nonvoting is, of 
course, very small, a fact that the Board 
has often pointed out with satisfaction. 
However, this is only to be expected in 
view of the very immediate bearing of 
the issues on the individual worker. Of 
more significance seems the considerable 
downward trend in this “indifference 


quotient” in both classes, especially 
marked since the deep agitation of the 
union world through the Taft-Hartley 
Act. 


apparently on its way “back to nor- 
malcy.” 


INDUSTRY-WISE ANALYSIS DESIRABLE 


While the separation of the Board's 
figures into multi-union and one-union 
elections appears to have been worth 
while by showing the totals consisting of 
two overlapping, distinctly different 
components, even this clarified picture is 
but a blurred average of further distinct- 
ly different elements. 

Most of all, the pattern of representa- 

" The idea of such profiles was developed and 
applied by the author in “Strike Protiles,’’ Journal 
of Political Economy, Vol. LIL (1944), and “Profile 


Graphs,” Journal of the American Statistical Associa 
tion, Vol. XLITI (1948). 
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tion elections is bound to vary widely be- 
tween industries. There are, on the one 
hand, the highly organized industries 
with but little ‘frontier’ left, and hence 
with perhaps few or insignificant one- 
union elections, and with many or few 
multi-union elections depending on the 
state of union rivalry in the industry. On 
the other hand, there are the poorly or- 
ganized industries with a wide frontier, 
and hence perhaps with predominantly 
one-union elections, the number of which 
depends on the unions’ efforts to organize 
the industry and on their ability to mus- 
ter the required minimum of 30 per cent 
indorsement among the workers. And 
again there are many industries some- 
where between these two extremes. 

Unfortunately, the data necessary for 
such analysis cannot be obtained from 
the Board's published figures. Since 1942, 
it is true, it has tabulated breakdowns of 
election data by industries. But these 
figures are cross-classified only with the 
afiiliation of the wining union, not with 
that of the participating unions. Obvious- 
ly they cannot be separated into multi- 
union and one-union elections. Nor do 
they give the vote for and against union 
representation. 

If the importance of our analysis were 
granted, the necessary data could easily 
be given in compact tabulations, showing 
only the following classifications: 


ELections 
No 
Union 


For 


INDUSTRY Union 


| Multi-| One 
| Union | Union | 


Multi 
Union 


One- 
Union 


| 
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should, of course, be divided by the re- 
spective total labor forces in each indus- 
try. Also, since the numbers for annual 
elections might well be too small for sta- 
tistical purposes, summations over sev- 
eral years might have to be used. 

Of particular interest, then, would be 
the percentages of ‘“‘no-union”’ votes and 
elections, as well as the size of the aver- 
age units for the poorly organized indus- 
tries, which would reveal the degree of re- 
sistance to collective bargaining in the 
several industries. High percentages of 
*‘no-union” votes and elections —coupled, 
however, with small ratios of votes and 
elections to total labor force in the indus- 
try —-might also be expected in highly or- 
ganized industries. But these would have 
a very different and lesser significance; 
they would merely show the pockets of 
die-hard resistance to unionization which 
exist here and there in otherwise quasi- 
completely organized industries (e.g., 
coal-mining and clothing), where the 
workers in some firms with old-estab- 
lished, sometimes exceptional, labor- 
management relations are holding out 
stubbornly against unionization. 

In addition to such analysis by indus- 
tries on a national basis, one could fur- 
ther give ‘‘close-ups”’ of situations of spe- 
cial interest; that is, report separately 
the detailed election data for particular 


Votes 


Total 
Eligible | 


For 
Union 


No 
Union 
Multi. | One- | Multi-| One- | Multi-| One 
Union | Union | Union | Union | Union | Union 


From these all my data (Tables 1 and 
2) could be obtained for each industry. 
To compare the totals of elections and of 
votes from industry to industry, they 


industries in particular geographic areas, 
where unions are known to encounter un- 
common difficulties in their organization- 
al attempts, such as the textile unions 
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are presently encountering in some 
southern states. 
SUMMARY 


By separating the data on union rep- 
resentation elections into multi-union 


and one-union categories and also break- 
ing them down by industries or any other 
classification likely to give worth-while 
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information, the statistical analysis of 
these elections can doubtless produce a 
very vivid and revealing picture of the 
union developments which they reflect. 
On the other hand, no such picture can 
be expected to result from the preoccu- 
pation of the analysis with the socially 
ever more irrelevant issue of union affilia- 
tion. 
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FRIEDMAN’S “WELFARE” EFFECTS! 


CECIL G. PHIPPS 


University of Florida 


72 purpose of this note is to point out 


the “fallacies” in the disproof of Section 
It of Professor Friedman’s article and thus 
restore the proper recognition to a correct 
theorem. This can be done by examining in 
complete detail exactly what facts are estab- 
lished in the argument of his Section II and 
what conclusions can be drawn from these 


facts. 
I 


The argument in Section I of his article 
and the conclusion at its end are both cor- 
rectly given. Hence no disproof is possible 
under the assumptions used. 

Iwo assumptions which writers on this 
topic make, either implicitly or explicitly, 
need to be stated explicitly here. They are 
(1) that the only change in a relative price 
is due exclusively to the levy of an excise tax 
on a given product and (2) that the taxes are 
so small that no one ceases buying a product 
completely because of any tax. This latter 
assumption can be explained graphically by 
saving that no indifference curve intersects 
an axis within the area of observation. 


II 


The argument of both our Sections IT re- 
fers to Figure 2 of the original article. For 
convenience of reference it is reproduced 
here 

The problem is to treat various combina- 
tions of excise and income taxes and to con- 
sider the effect upon a typical individual. 
The correct conclusions can be drawn only 
by recording substantially more detail than 
was given in the former exposition. 

' Milton Friedman, ‘The ‘Welfare’ Effects of an 


Income Tax and an Excise Tax,”’ Journal of Political 
Economy, LX (February, 1952), 25-33 


Let the two goods be indicated as before 
by the letters ¥ and Y. Then x and y with 
numerical subscripts will be used to indicate 
the co-ordinates of the correspondingly 
numbered point. In addition, let p, and p, be 
the respective untaxed prices and M the un- 
taxed income of this individual. In Figure 2, 
the x-axis is OB and the y-axis is OA. 


A 


FRIEDMAN'S Fic. 2 


To begin with, the point ?, is the equilib- 
rium position of the untaxed state. Then Ex- 
cise Tax A is levied upon the product X, and 
this tax is assumed to be passed on to the 
consumer. For definiteness, this tax is as- 
sumed to double the price of the good X. 
The new equilibrium point is now P2, at- 
tained with an income of M and prices 29, 
and p,, respectively. The yield of this tax is 
T, = Xopz. 

Alternately, Income Tax A to yield the 
same return 7, locates the equilibrium point 
at P;. This point is attained with an expend- 
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able income of M — T, and prices p, and py. 
The argument for this is the same as in 
Section I. 
Next, suppose that from the conditions at 
”, an Excise Tax B is levied upon product Y 
equal to the untaxed price of VY. The new 
equilibrium point in this case is at P,, which 
point is attained with an income M and 
prices 2p, and 2p,. The yield of this new tax 
is Tz = 

Alternately again, instead of Excise Tax 
B, let Income Tax B be levied to yield the 
same return. By the argument of Section I, 
the subsequent equilibrium point is Ps, 
which point is attained with an expendable 
income of M — T; and prices 2p, and py. 
Also the point P; is known to be on a higher 
indifference curve than that through P. 

Finally, suppose an Income Tax C equal 
to 50 per cent is levied instead of any excise 
tax at all. The equilibrium point in this case 
is Py, which point is attained with an ex- 
pendable income of M2 and prices p, and 
py. Observe that this is the same point as 
above, since the ratios of the income to each 
of the prices are the same in the two cases. 
The total income from this tax is given by 
the expression 


T; = X4p, + 


The return from Income Tax B + In- 
come Tax A is 


T,+T2 = - 


The two tax yields are not the same unless 
%, = xy. For certain types of indifference 
curves this equality will hold (e.g., equi- 
lateral hyperbolas). If the equality does 
not hold, no further comparison can be 
made. If, on the other hand, it does hold, one 
may continue the comparison of various tax 
combinations at different income and price 
levels. 

Since P; is on a higher indifference curve 
than the one through P,, Income Tax B + 
Excise Tax A (with expendable income 
M — Tz and prices 2p, and p,) is preferable 
to either Excise Tax A + Excise Tax B 
(with income M and prices 2p, and 2,) or 
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Income Tax C (with expendable income 
M 2 and prices p, and p,). These conclu- 
sions are the same as Friedman's proposi- 
tions (2) and (3) but with the parenthetical 
remarks added as explanation. 

Since Income Tax B + Income Tax A 
can be substituted for Excise Tax B + Ex- 
cise Tax A, if the income of the latter case is 
doubled and the prices halved, one can 
write with Friedman that 

Income Tax B + Excise Tax A (with ex- 
pendable income M — T2 and prices 2p, and py) 
is preferable to Income Tax B + Income Tax A 
(with expendable income M/2 and prices pz 
and p,). (4) 


At this point in his argument, Friedman 
introduces a bit of fallacious reasoning: he 
removes “Income Tax B”’ from the subject 
and predicate of the statement in proposi- 
tion (4) and arrives at the unjustified conclu- 
sion that 


Excise Tax A is preferable to Income 
Tax A. (5) 


The removal of Income Tax B is equiva- 
lent to increasing the individual’s expend- 
able income at each of the points 5 and /’, 
(where the relative prices are different) by 
the same absolute amount 7}. Even then the 
conclusion in proposition (5) can be reached 
only by applying the following assumption: 
Equal absolute increments in the absolute 
income will preserve the equality or inequal- 
ity of two equilibrium positions. 

It is easy to show that this latter assump- 
tion is inconsistent with the other assump- 
tions governing the action of this individual. 
In the first place, the result in proposition 
(5) derived by its use contradicts the previ- 
ous conclusions, since the point P, is known 
to be preferable to the point P:, as shown in 
Section I. This contradiction alone is enough 
to prove the inconsistency of this assump- 
tion. 

However, one may consider the two dif- 
ferent situations at the point Py. If both In- 
come Taxes A and B are in effect, the equi- 
librium point is P, with an expendable in- 
came of M/2 and prices p, and p,. By re- 
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moving Income Tax B, the equilibrium 
point moves to ?;, where the expendable in- 
come is M/2 + T; and the prices are still pz 
and py. 

If, instead, Excise Taxes A and B are both 
in effect, the equilibrium point is also P, 
with an expendable income of M and prices 
2p, and 2p,. With the same increase in ex- 
pendable income to M + 7), the equilibri- 
um point will move only about half the way 
from P, to Ps, since the prices are now twice 
what they were when only an income tax 
was in effect. 

The fallacy lies in considering absolute in- 
crements in income instead of relative incre- 
ments. Furthermore, different relative ef- 
fects will be observed for different sets of 
relative prices. For instance, the increase in 
utility from P; to P; is not so great as the 
increase from P, to Ps because the price of 
X in the first case is twice its price in the 
second. 

The two excise taxes are together equiva- 
lent to the two income taxes only because 
the ratios of the income to each of the prices 
are the same in the two situations. If these 
ratios are changed in any way (as at P; and 
P,), comparison is more difficult and, if at 
all possible, must be made from other con- 
siderations. 

The above explanation shows that Fried- 
man has made two hidden assumptions. The 
first was that x) = 24, an assumption which 
might not always hold true. The second was 
the inconsistent one which enabled him to 
reach the erroneous conclusion in proposi- 
tion (5). Even by accepting the first while 
necessarily rejecting the second, no disproof 
of the conclusion of Section I is established. 
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In the ‘‘correct” proof offered in Section 
III, the production curve GPH is defined as 
the technical limit of production. How do 
we know this limit is always reached, regard- 
less of the economic effort it takes to reach 
it? We seldom work to the limit of our en- 
durance. Furthermore, might not this maxi- 
mum production produce an oversupply? 

Are the prices variable also? The cost of 
production usually varies with the propor- 
tions of the factors as well as with the quan- 
tity of production. If so, there would be a 
variation in the relative prices in addition to 
any excise taxes that might be imposed. Ap- 
parently, Friedman’s Figures 3 and 4 are not 
designed to take care of all these possibili- 
ties. 

In particular, Figure 4 offers no proof for 
the conclusion (p. 31) that ““Excise Tax A is 
inferior to Income Tax A.” The point /’s is 
the equilibrium point when Excise Tax A is 
levied in addition to any taxes in effect at 
P,. A third point, say P;, is needed for In- 
come Tax A alone on the same diagram with 
P, when it represents the equilibrium posi- 
tion for Excise Tax A alone. 

Neither is there justification for the con- 
clusion (p. 32) that “P, is the equilibrium 
position with Excise Tax B plus Excise Tax 
A” unless there has been an increase in in- 
come from some unspecified source. This in- 
crease must be such that the ratios of the 
new income to the prices including tax are 
the same as the ratios of the old income to 
the untaxed prices. The argument here is at 
least incomplete. 

And, finally, the conclusions expressed in 
Section IV carry no weight because they are 
at present based on the fallacious arguments 
and incomplete descriptions of Sections II 
and III. 


A REPLY 


MILTON FRIEDMAN 


University of Chicago 


ROFESSOR Phipps is entirely correct that 
P my attempted reductio ad absurdum of 
the usual excise-tax income-tax argument is 
a dud. The final step of removing Income 


Tax B from both sides of proposition (4) is 
not justified.’ The removal of Income Tax B 


' He is also correct that Income Tax C is identical 
with Income Tax A plus Income Tax B only when 
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from both sides adds the same amount to the 
money that the consumer can spend on X 
and J; but, since the price of X is assumed 
to be higher when Excise Tax A is in effect 
than when Income Tax A is, while the price 
of ¥ is assumed to be the same, this addi- 
tional sum will not buy as much X when 
Excise Tax A is in effect as when Income 
Tax A is, so the income tax removed from 
the left-hand side, though called by the same 
name, is a lighter tax than the income tax re- 
moved from the right-hand side. 

But Phipps is entirely wrong in supposing 
that this inexcusable blunder affects the 
validity of the rest of my paper. The at- 
tempted reductio ad absurdum is a flourish 
that clearly should have been omitted; yet 
it is only a flourish, not an essential part of 
the analysis, and it can be deleted bodily 
with only minor verbal changes in the rest of 
the paper. The usual argument is designed 
to say something about the relative effects 
of an income tax and an excise tax imposed 
on all consumers. It does so by first examin- 
ing the effect on a single consumer, as if the 
taxes were imposed on him alone and with- 
out taking into account the indirect effects 
on him of the fact that other consumers are 
also affected, and, second, immediately gen- 
eralizing to consumers as a whole. Now the 
defect in this argument is the second step. 
And the direct criticism of the usual analysis 
in Section II of my paper® is properly con- 
cerned entirely with this second step, with 
showing that the analysis for a tax on one 
consumer alone cannot be generalized direct- 
ly to a tax on all consumers, even though all 
consumers are alike.* My mistake was in 
trying to prove too much, for the attempted 
reductio ad absurdum is concerned entirely 
with the first step. Like the usual analysis, 
it relies on purely arithmetical considera- 


the x co-ordinates of P; and PF, are identical. How- 
ever, Income Tax C is superior to Income Tax A plus 
Income Tax B when the x co-ordinate of P, is less 
than the x co-ordinate of P2; for in this case the total 
yield of Income Tax C is less than the combined 
yield from Income Tax A plus Income Tax B. Hence 
in this case, too, proposition (4) is justified. How- 
ever, as he recognizes, this is a subsidiary point. 


? Second colurnn of p. 28 to end of Sec. II. 


tions; yet these alone cannot reveal a defect 
that arises from failure to take other consid- 
erations (namely, productive possibilities) 
into account. 

In his Section III, Phipps goes on to criti- 
cize the rest of the article. None of these 
criticisms is valid. (1) He asks first whether 
the production curve GPH is always 
reached. This question is considered explicit- 
ly in the first column of page 29 of my paper. 
(2) He next says that apparently my Figures 
3 and 4 are not designed to take care of 
changes in costs of production. But it is pre- 
cisely their chief merit that they take full ac- 
count of them. The difference between the 
price ratios shown by /J (the consumer 
budget line with Excise Tax A in effect) and 
AB (the initial consumer budget line) arises 
from both the excise tax and the changes in 
relative costs of production (the effect of the 
excise tax alone is shown by the different 
slopes of JJ and KL). (3) He asks for a third 
point for Income Tax A alone on the same 
diagram with Ps. But P; on my Figure 4 is 
precisely this point, as I show on pages 30- 
31. (4) Similarly, he claims that the argu- 
ment justifying the conclusion that “P; is 
the equilibrium position with Excise Tax B 
plus Excise Tax A” is incomplete. This is es- 
sentially the same as the preceding comment 
and is covered by the same analysis on pages 
30-31. Given my explicit abstraction from 
short-run price rigidities, if the proceeds of 
taxes are either impounded or returned to 
individuals in the form of a per capita sub- 
sidy, there must be either a decline in pretax 
money prices or an increase in money in- 
come after the imposition of Excise Tax B 
on top of Excise Tax A sufficient to make P; 


*To put the matter differently, my proposition 
(2) and its equivalent (3) are correct for the individ- 
ual because Income Tax B plus Excise Tax A involve 
collecting less taxes in total from him than Income 
Tax C, thanks to the indirect effects of Income Tax 
B on the yield from Excise Tax A (I am indebted to 
Ralph K. Davidson, of Johns Hopkins University, 
for this way of putting it); yet, if P; is a position of 
full competitive equilibrium, the converse of the 
equivalent proposition is correct for the community, 
because only the drain on real resources, not the 
money sum collected, is relevant for the community 
as a whole. 
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attainable. If the proceeds of the taxes are 
used to produce a given amount of another 
commodity, Z, then we must shift to a new 
production possibility curve when we im- 
pose Income Tax B or Excise Tax B on top 
of Excise Tax A; the equilibrium point for 
Income Tax B plus Excise Tax A will, like 


P., be at a point where this production pos- 
sibility curve is not tangent to a consump- 
tion indifference curve; the equilibrium point 
for Excise Tax B plus Excise Tax A will, like 
?,, be at a point where this production pos- 
sibility curve is tangent to a consumption 
indifference curve. 


RELIABILITY OF ESTIMATES OF UNFREE LABOR IN THE U,S.S.R. 


A. DAVID REDDING 


The RAND Corporation 


N ONE respect, particularly, Dr. Jasny’s 
I “Labor and Output in Soviet Concentra- 
tion Camps” may be a significant contribu- 
tion to the discussion of the size of Russia’s 
unfree labor force: It may stimulate other 
economists (who to date have taken a back 
seat in this matter) to exploit the scattered 
data available and, even more important, to 
point out clearly the data limitations. It is 
desirable that many independent estimates 
of the size of the unfree labor force be made 
by economists as well as by other social sci- 
entists; however, it is important in assessing 
these estimates to recognize the necessary 
role which is played by conjectures and as- 
sumptions. 

The purpose of this short note is to point 
out (a) errors in Jasny’s interpretation of 
data from the 1941 Soviet Plan and (6) the 
crucial role which conjecture plays in his 
article. 

The official U.S.S.R. Plan for 1941 gives 
output data both for the entire economy and 
the NKVD (the commissariat responsible 
for unfree labor), as well as input data for 
free laborers only. The problem is to esti- 
mate from this information the size of the 
unfree labor force. Jasny’s basic procedure 
is to multiply the number of free workers in 
a given sector by the ratio of NKVD to free 
output in that sector, adjusting the result by 
his estimate of the ratio of output per unfree 
worker to output per ‘free’ worker. (His 
method may be summarized as 


where L, is the unfree labor in a given sec- 
tor; O, is the output of the unfree labor; 


' Journal of Political Economy, October, 1951, pp. 
405-19 
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L, is the free labor in that sector; O, is the 
output of the free labor; and C is the ratio 
of output per unfree worker to output per 
free worker in that sector.) 

Given adequate data, this procedure is 
quite satisfactory. Unfortunately, however, 
the data are far from adequate: (1) There is 
an important deficiency in the scope of the 
NKVD construction figure which Jasny 
uses as a basis for his estimate; (2) available 
data are inadequate for estimating the pro- 
ductivity of unfree, as contrasted with free, 
labor and for estimating the magnitudes of 
certain components of the unfree labor force. 

1. The value of NK VD construction work 
is derived by Jasny from the investment 
data he cites (p. 409, Table 2) as “central- 
ized capital investments to be performed by 
the NKVD in 1941.” These “investments,’’ 
however, are, in reality, the capital work to 
be undertaken for the account of the NKVD; 
i.e., they are investments for which the 
NKVD will pay out of its own funds or 
funds budgeted to it; but the capital work 
itself is not necessarily done by NK VD per- 
sonnel. This distinction is clear when ap- 
plied to the construction part of capital for- 
mation—a part which Jasny estimates at 60 
per cent for all commissariats except the 
NKVD, and at nearly 75 per cent for the 
latter because of their greater activities in 
roadbuilding and lower requirements for 
equipment. 

Jasny’s estimate of 6 billion rubles of 
NKVD construction, then, refers not to con- 
struction performed by NKVD personne! 
but rather to work undertaken for the 
NKVD on its projects. While NKVD per- 
sonnel evidently did perform most of this 
work, a smal! share of the construction was 
done by other organizations (who were then 
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reimbursed by the NKVD).2 More impor- 
tant, though, the NKVD undoubtedly per- 
formed construction work on a substantial 
scale for other organizations; and the value 
of this construction is not included in the 6 
billion rubles for the capital account of 
NKVD.* Unfortunately, available data do 
not permit an estimate of the extent of 
NKVD construction for others; in view of 
the nature of that organization, however, it 
seems reasonable to conjecture that its work 
for others is considerably in excess of the 
work performed for it by other organiza- 
tions. By not taking this construction out- 
put into account, Jasny has probably under- 
estimated the size of the unfree labor force 
in this sector of the Russian economy.‘ 

2. Jasny is compelled to rely on conjec- 
ture to fill the gaps of inadequate data in at 
least four instances. 

a) My basic objection in this connection 
concerns ;his admittedly arbitrary assump- 
tion that the unfree worker produces about 
57 per cent as much as the free worker in in- 


? E g., according to the 1941 Plan, p. 491, 90 mil- 
lion of the 6 billion rubles of NKVD construction (or 
only 1.5 per cent of the total) was to be performed by 
the Commissariat of Construction 


4 The nature of the Soviet accounting system in 
the sphere of construction is confirmed by the fol- 
lowing example from p. 491 of the 1941 Plan: The 
Commissariat of Construction was to have per- 
formed work in 1941 
valued at 6 billion rubles (of which a very small 
amount was to be for itself), whereas the total in- 
vestment for its own capital account was. only 110 


construction-installation 


million rubles. 


*NKVD construction for others is to be differen- 
tiated from the NAVD “contract labor” referred to 
in 24 below. Unlike the contract labor, these unfree 
construction workers are under direct NKVD super- 
vision in exactly the same manner as other NKVD 
construction workers. The fact that, for bookkeeping 
purposes, their work is “for the account of’ other 
commissariats, rather than for the NKVD, is un- 
doubtedly not even known by the workers. Without 
further evidence of Soviet bookkeeping practices in 
this connection, it is not possible to estimate the 
number of unfree as might be 
tree laborers working under contract 
for free enterprises. The latter people at least realize 
that they are not working directly for the NKVD; 
therefore, former camp inmates 
might give us some idea of the prevalence of the con- 
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dustry and construction.’ In the absence of 
data, a productivity ratio of (say) 30 or 85 
per cent is no less justifiable. Without fur- 
ther evidence, it is not possible to determine 
the range or to assess adequately the rela- 
tive influence of the many factors bearing on 
output per worker. 

The following factors suggest a low ratio 
of output per unfree worker to output per 
free worker: (1) the unusually rigorous 
climate in which many of the camps are lo- 
cated; (2) the poorer food, clothing, and 
housing; (3) shortages of equipment which, 
considering the nature of the NKVD sys- 
tem, would undoubtedly be more severe in 
the labor camps; (4) the possibility of using 
unfree labor only in certain types of proj- 
ects, which would lead to an uneconomic al- 
location of skilled labor especially, as well 
as to makeshift projects; and (5) the prob- 
lems of supervision and incentives, aggra- 
vated in the case of slave labor, which might 
result in more work-stoppages, less effort, 
and a generally inefficient use of labor. 

Factors which suggest a high ratio of out- 
put per unfree to free worker are: (1) Longer 
hours and perhaps more intensive work for 
forced labor. Since their lives, apparently, 
are considered as expendable, incentives to 
greater effort are provided by giving more 
food to those fulfilling high ‘‘norms” of 
work. The elimination (by death or dis- 
charge) of the unfit automatically raises the 
average output per worker of those remain- 
ing in the camps. (2) Fewer males of non- 
working age and also fewer women in the 
labor camps. 

If the lower (illustrative) ratio is chosen, 
Jasny’s estimate of the size of the unfree la- 
bor force should be doubled; if the higher 
(illustrative) ratio is used, his estimate 
should be reduced by one-third. The range 
is large.* 

6) The second objection concerns the size 
of Jasny’s upward adjustment io account for 


* See pp. 410 and 414, where Jasny raises his origi- 
nal estimates of the number of unfree workers in in- 
dustry and construction by 75 per cent to account 
for the lower productivity of forced labor. 


* It should also be noted here that Jasny appears 
to be establishing this productivity ratio between all 
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unfree workers whose output may be includ- 
ed with that of free labor. As he points out, 
unfree workers are not included in the regu- 
lar labor-force statistics, with the possible 
exception of those who may be hired in 
groups by enterprises under contract with 
the NAVD.’ On his (not unreasonable) as- 
sumption that the output of the latter group 
of unfree workers would not be shown under 
the NKVD totals, some allowance for them 
should be made. If, as Jasny assumes, one- 
fifth of the unfree workers are contracted 
out to other organizations, then his upward 
adjustment of 25 per cent (see p. 415) is cor- 
rect. li, however, 10 or 33 per cent (say) of 
the unfree labor force are “‘contract work- 
ers,”’ then the upward adjustment should be 
either 11 or 50 per cent, not 25. On these 
suppositions, the range becomes very large. 

c) The addition of 600,000 service person- 
nel to Jasny’s final estimate (pp. 415-16) is 
based on a misunderstanding of Soviet em- 
ployment classifications. Of the five service 
occupations which Jasny lists on page 416," 
three are covered by the regular labor-force 
statistics in the industrial and construction 
totals; i.e., they are not listed under special 
sectors of the economy. These three (office 
clerks, cleaners, and internal police) plus 
other “service’’ personnel, such as engineers, 


personnel in the camps and all personnel in the cor- 
responding free industries. This means that, if there 


are more (or less) nonproduction workers and ‘“‘too 
old, sick, or young”’ in the camps than in the free la- 
bor force, an additional adjustment is necessary (cf. 


point 2c, this note). 


7 Jasny cites (p. 408) a Russian reference which 
states that personnel furnished by state organiza- 
tions to industrial enterprises under contract are in- 
cluded in the labor-force data of the latter. The only 
example of such contract labor given by the Russian 
source is that of militarized guards. My own (unsub- 
stantiated) impression is that this statement applies 
only to those forced laborers who work in small de- 
tachments in “‘free’’ enterprises under the supervi- 
sion of those free enterprises. It is by no means cer- 
tain, however, that the reference applies to any 
group of unfree workers, although it is known that 
unfree personnel do perform work for free enter- 
prises 

5“Otfice clerks, cleaners [presumably clean-up 
personnel], cooks, medical personnel, etc., and even 
internal police.” 
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administrators, sales people, etc., are termed 
slushashchie (“salaried employees”) by the 
Russians and are excluded from their cate- 
gory of production workers (rabochie).* 
Since Jasny’s estimates of the unfree labor 
force are derived from relationships to all 
personnel of the regular labor force (includ- 
ing slushashchie or nonproduction workers), 
unfree laborers in most of the occupations 
listed by him are automatically included in 
his estimates; and special allowances need 
not be made. Of course, if the ratio of unfree 
“service” personnel to unfree production 
workers is not the same as for the regular 
labor force, then an adjustment is necessary. 

Personne! in the remaining two categories 
(cooks and medical personnel), however, are 
not conceptually similar to the other “‘serv- 
ice” personnel to which Jasny refers; they 
may be either production workers or slu- 
shashchie (nonproduction workers). Soviet 
labor-force statistics classify them under the 
economic sectors of public dining and public 
health. These unfree personnel, plus produc- 
tion and nonproduction workers occupied in 
such sectors as education, transportation, 
and trade, are not automatically included— 
as were the nonproduction workers in the 
construction and industry sectors. There ap- 
pears to be no basis for estimating the num- 
ber of personnel in these “service” sectors, 
although my impression parallels Jasny’s: 
namely, that their number is small relative 
to the number of unfree workers in the con- 
struction and industry sectors. 

d) Jasny’s estimates of unfree labor in 
gold mining (p. 413) seem even less warrant- 
ed by the data than most of the others; here 
he is conjecturing on the basis of unknown 
output as well as unknown productivity. 
The data he cites could just as easily support 
a figure half or double his estimate of 
200,000 unfree laborers so employed. 

3. I share Jasny’s feeling (p. 416) that 
“figures of ten to fifteen million in concen- 
tration camps just do not make sense,”’ for, 
as he notes, this would imply that more than 


* Rabochie are roughly equivalent, conceptually, 
to personnel covered by the production-worker clas- 
sification of the United States Bureau of Labor Sta- 
tistics. 
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25 per cent of the adult males were in the un- 
free labor force. The point of this note is, 
however, that, on the basis of the data of the 
1941 Plan, one could produce very different 
estimates which are not demonstrably less 
accurate than Jasny’s: his estimate of 
3,500,000 could be reduced to a fraction of 
its size or increased to several times the fig- 
ure cited. The impression of reliability which 
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is necessarily conveyed by a single-valued 
estimate is not dispelled by the few qualiti- 
cations Jasny makes.'® This impression 
could easily have been avoided by the use of 
a range. In this case, the range should have 
been very wide. 

1° See pp. 407 and 416, n. 24, where he does use 
the phrases “a rough range of approximation’’ and 
“a wide margin of error.” 
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R. REDDING’s last sentence appears to 
M contradict his first. According to him, 
it is desirable that “many independent esti- 
mates of the size of the unfree labor force be 
made.’’ In his last sentence, however, he 
voices this idea: on the basis of the data of 
the 1941 Plan, estimates may be produced 
which are only a fraction of my estimate of 
3,500,000 for the number of inmates—or 
several times my figure. Transferred into ab- 
solute figures, Redding’s range would be 
something like 500,000-15,000,000, either 
way you want it. I consider it a waste of 
time to produce estimates from data which 


permit results to range as widely as this. 
Actually, even if the smallest and highest 
estimates in the ranges given by Redding for 
certain individual items were summed up, 
the compound range would be much narrow- 
er than that indicated in his last paragraph. 
Moreover, if the analyst is not definitely 


biased, his estimates of individual items 
need not always be the lowest or the highest 
possible. With respect to my estimates of the 
individual items, Redding believes some of 
them too low and some others too high. On 
the basis of what Redding writes, it seems 
likely that, if he had made an attempt to de- 
rive his own estimate of the number of in- 
mates, it would not have been far from mine. 

I started my analysis with this statement 
(this Journal, October, 1951, p. 407): “But 
it must be emphasized that the computa- 
tions made with the help of these interpreta- 
tions necessarily involve a great deal of esti- 
mation, partly or even largely arbitrary, and 
that the conclusions at best will be within a 


rough range of approximation.” Similar res- 
ervations are spread all through my paper. 
Redding, nevertheless, believes that I was 
still too definite for the kind of material at 
hand and that I should have employed 
ranges. I had to doa great deal of estimating 
in my studies and hardly ever did it in 
ranges. It is my feeling that in giving a range 
I fully guarantee that the phenomenon is 
neither below the low figure of the range nor 
above its high figure. Wide ranges are mean- 
ingless in research of the type I am engaged 
in. With narrow ranges, on the other hand, 
I cannot make up my mind to give the 
stated guaranty. My finding that the num- 
ber of Soviet concentration-camp inmates as 
implied in data of the official 1941 Plan is 
likely to have been within the rough order 
of magnitude of 3.5 million commits me less, 
in my opinion, than if I had said that the 
number was within the range of 2.5-4.5 mil- 
lion. 

With respect to Redding’s specific objec- 
tions, I want to discuss only the one which I 
accept. He is correct in his interpretation 
that the capital investments stated by me as 
performed by the NAVD are, in fact, those 
performed for its own account according to 
the 1941 Plan. He continues: “The NKVD 
undoubtedly performed construction work 
on a substantial scale for other organiza- 
tions.”” This assumption would have de- 
stroyed my estimates of the number of in- 
mates if the 1941 Plan did not contain evi- 
dence which seems to show conclusively that 
no construction work was done by the: 
NKVD other than that considered in my 
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analysis or that, if it was done, such work 
occurred only to a small extent. 

The 1941 Plan contains (a) a statement 
on the total number of free laborers engaged 
in construction and specifically on the num- 
ber of workers directly engaged in it (p. 
512); (b) a statement on the activities of the 
Narkomstroi (People’s Commissariat of 
Construction), including data on construc- 
tion work to be performed, total number of 
wage-earners and specitically of workers di- 
rectly engaged in construction work, and, 
finally, on output per worker directly en- 
gaged in construction projects (p. 528); and 
(c) a long list setting forth the outputs per 
worker directly engaged in construction 
projects of many other organizations (pp. 
529-30). The total number of free laborers 
in construction was set at 3,085,000. The 
Narkomstroi data were as shown in Table 1. 


TABLE 1 


Total construction (billion rubles) 
Of this drafting (billion rubles) 
Personnel, total 
Of this, workers directly engaged in 
construction 288 ,460 
Yearly output per worker directly en- 


gaged in construction (rubles) 20,800 


The average yearly output per construction 
worker for the other organizations must 
have amounted to about 15,500 rubles, ac- 
cording to the data of the Plan? 

This evidence, when combined with my 
estimates of the constructions performed by 
the NKVD and the number of inmates en- 
gaged in them, seems to yield a reasonable 
picture of the total constructions and per- 
sonnel engaged in them and to leave no 
doubt that sufficient free labor was provided 
in the 1941 Plan for all constructions other 
than those shown in the Plan under NKVD 
and utilized by me. This means that no, or 
at least relatively little, construction work 

' The labor is designated as “‘free,”’ although it 
may have included concentration-camp inmates 
hired by the respective organizations from the 
NKVD. In my paper (this Journal, October, 1951, 
pp. 409-10) this type of unfree labor was taken care 
of by a special allowance. 

? The estimate is crude, because for some impor- 
tant commissariats either the tetal cost of construc- 
tions or the output per worker is missing. 
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could have been done by the NAVD, which 
is listed in the 1941 Plan under organizations 
other than the NK VD. The data in Table 2 
show this. 

Computed by the procedure used in 
Table 2, the total cost of construction ac- 
counted for was 33.8 billion rubles. But the 
cost of drafting, which in the case of the 
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§ In addition, 11,800 persons were engaged in drafting work, 
involving a cost of 221 million rubles 

The work of 1,405,000 workers, with an output of 15,500 

rubles per worker 

# See text 


Narkomstroi was to amount to 221 million 
rubles, was not considered in it. With the 
total cost of drafting included, the total cost 
of construction becomes very close to 35 bil- 
lion rubles, the estimate of the scheduled 
total construction costs, as made in my 
paper by another procedure (pp. 409-10). 
The estimate for the total construction work 
of 35 billion rubles is, of course, crude, and 
so is the estimate of 15,500 rubles for the 
cost of construction per worker directly en- 
gaged in construction projects of the organi- 
zations other than those of the NKVD and 
Narkomstroi. But no room is clearly left for 
a really substantial amount of construction 
to be performed by the NKVD in addition 
to that shown in the 1941 Plan for this or- 
ganization. 

I have singled out this problem because 
I made a slip. Another reason for discussing 
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it, however, is the fact that Solomon 
Schwarz in an article published in Russian’ 
and German‘ raises my estimate from 3.5 
million camp-inmates to about 10 million, 
because he believes that the output of every 
kind assigned to other organizations in the 
1941 Plan but performed by the NKVD was 
very large. The same idea is also brought 
forward by others, but so far not in print. 

Schwarz supports his contention with an 
example of the NK VD shipping export tim- 
ber under the name of the Murmansk rail- 
way. This may have been a special arrange- 
ment for avoiding the objection of foreign 
buyers that the exported goods were pro- 
duced by prison labor. Although in the area 
of construction there is at least a formal pos- 
sibility of transfers of activities stated in the 
1941 Plan under organizations other than 
the NK VD to the latter, such transfers seem 
to be formally excluded in the case of indus- 
try. In the general tables devoted to the in- 
dustrial output, the 1941 and other Soviet 
plans do not state the agency for which an 
industrial good is produced, as in the case of 
construction, but rather the actual per- 
former. The 1941 Plan contains special lists 
of steam boilers (pp. 80-81), steam turbines 
(pp. 83. 84), large bydroturbines (p. 84), and 
water craft (pp. 85-97) to be produced. The 
names of the factories and those of the cus- 
tomers are also mentioned. Among the lat- 
ter the NKVD occasionally appears. It 
seems improbable that in the data on total 
industrial output these machines and boats 
are shown as outputs of the customers rather 
than of the commissariats to which the re- 
spective factories belong.® 

The 1941 Plan contains quite a few data 
which I missed earlier. The data on bread 
output, for example, seem to indicate that 
my estimate of 3,500,000 for the number of 
inmates is quite high. The 1941 Plan (p. 75) 
gives the total output of bread as 22,100,000 
tons and specifies the outputs of various or- 
ganizations (the NK VD is not among them), 

#*Statistics of Slave Labor,” Socialist Courier 
(New York), December, 1951, pp. 244-46. 


‘Statistik und Sklaverei,”’ Ost-Probleme, U1, 
No. 530 (December 15, 1951), 1562-64. 
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with a total of 21,767,000 tons. This leaves 
only 333,000 tons unaccounted for. The av- 
erage per capita consumption of bread in the 
camps is not known; it will be assumed to 
have been equivalent to 600 gm. per day.* 
At this rate, only about 1,500,000 persons 
could be provided with bread if the entire 
unaccounted balance of 333,000 tons was 
produced by the NKVD. The 578,000 in- 
mates who were presumably employed in 
enterprises other than those of the NKVD 
(my paper, p. 415) did not necessarily have 
to be provided with bread from the NKVD 
bakeries. It is also quite possible that con- 
centration camps located close to large 
bakeries of regular bread producers, includ- 
ing those belonging to the Commissariat for 
Forestry, received the bread they needed 
from these bakeries. Nevertheless, the data 
of the 1941 Plan on bread production must 
come as a surprise to those who accept the 
high estimates of the number of camp in- 
mates derived by others. 


§ In support of his sweeping boost of my estimate, 
Dr. Schwarz also introduces a demographic consid- 
eration. Soviet statistics show an increase in the pro- 
portion of wage-earning population to the total from 
34.7 per cent in 1937 to 49.7 per cent in 1939. It is 
obvious from the statistics of employment that this 
great jump did not actually occur. Schwarz believes 
that almost the whole excess in wage-earning popu- 
lation, as shown by the 1939 computation, over the 
reai one may have been due to the fact that all con- 
centration-camp inmates were included with the 
wage-earners in the 1939 computation but none in 
the 1937 computation. His assumption with respect 
to 1937 is probably correct only in part. It is more 
important that the two computations were appar- 
ently made by fundamentally different procedures 
(the peasant population is likely to have been deter- 
mined as a balance in the 1937 computation, while 
the wage-earning population may have been so de- 
termined in the 1939 computation). Under such con- 
ditions, conclusions made from the differences be- 
tween the percentage distributions of the two com- 
putations cannot be accepted as conclusive evidence. 


*This is probably below the actual average. 
Bread is almost the exclusive food of the inmates, 
and 600 gm. of the Soviet water-logged coarse rye 
bread, including the small supplements, would have 
been far below the minimum subsistence level. I con- 
sulted the feeding norms in Ukhta-Pechora Camp of 
the NKVD, approved on May 27, 1937, for this esti- 
mate; the statement on the composition of the diet 
is also based on this source. 


|_| 
| 7 
| 


BOOK REVIEWS 


Papal Pronouncements on the Political Order. 
Compiled and edited by Francis J. Powers, 
C.S.V. Westminster, Md.: Newman Press, 
1952. Pp. xiv+ 245. $3.50. 


This book is significant for what it contains 
and for what it does not. The “pronounce- 
ments” begin in 1878, after the death of Pius 
IX, who gave the claims of “the Church” (read, 
“the papacy’’) an especially clear and unam- 
biguous expression, perhaps too frank for the 
editor’s purpose. In substance, of course, they 
grew up with the Roman Church itself, and the 
early history cannot be made out from scanty 
documents which are an inseparable mixture of 
authentic record, more or less credible tradition, 
and forgery. These claims should be familiar to 
all who are concerned to preserve free ins “u- 
tions. It would have been a greater ser to 
that cause, to publish their most explic’ tate 
ment and also to recal] the history of the social- 
political system-—the culture—-whose restora- 
tion isadvocated particularly as to heresy and its 
discovery and treatment, topics prudently 
avoided by the present editor. But “this book 
was written to alleviate this confusion [that the 
Catholic Church seeks political power—a fact 
both notorious and actually proclaimed a hun- 
dred times in its pages] and to show why God 
must not be banished from the arena of politics”’ 
(jacket flap). Of course, Dieu, c’est moi; and, if 
people do not recognize that citing the authority 
of God is merely a way of claiming final absolute 
authority for the speaker, they do not deserve to 
be free and are not likely to be so long. Such 
persons we might dismiss with our sympathy; 
but, unhappily, “God” so orders things that the 
meritorious suffer not only for the “sins” of 
others but for the deeds of the well-meaning but 
lazy, obscurantist, or stupid, 

We may here quote a few lines from the brief 
summary, with quotation, of the Syllabus er- 
rorum (Pius IX, 1864) given in Langer’s En- 
cyclopedia of World History, by William L. Lan- 
ger and sixteen collaborators, mostly professors 
of history at Harvard (2d ed.; Boston: Hough- 
ton, Mifflin Co., 1948): 


The pope claimed for the Church the control 
of all culture and science, and of the whole educa- 


tional system; rejected the liberty of conscience 
and worship enjoyed by other creeds, and the idea 
of tolerance; claimed the complete independence of 
the Church from state control; upheld the 
temporal power of the Roman See, and declared 
that “It is an that the Roman 
Pontiff can and ought to reconcile himself to, and 
agree with, progress, liberalism, and contemporary 
civilization” |p. 664) 


error to believe 


rhe Vatican Council and formal proclamation 
of papal infallibility followed along in 1870 

There was nothing really new in this, ninety- 
odd years ago; and the present volume consists 
essentially of repetitious reiteration, in less ex- 
plicit and more voluminous language. As a 
check, the reader might look up the index refer- 
ences under a few sample heads, such as “De- 
mocracy,” ““Education,”’ “Liber- 
alism,”’ “Tolerance.” (The Index is long but 
very incomplete; the statements are so vague 
and sweeping that a full one would hardly have 
been possible.) Allowable liberty is moral lib- 
erty, under natural and divine law, with the 
Church, speaking through its head, as custo- 
dian. The impression, conveyed by peremptory 
rather than persuasive statement, is that the 
Church stands only for what all decent people 
believe in; hence, any opposition to its demand 
for supreme power rests on the contrary atti- 
tudes or on some terrible misunderstanding. 
(This conclusion does not even follow from the 
premises, if granted—unless men are to be 
forced, browbeaten, or tricked into high moral 
character.) Such “‘argument”’ is especially suited 
to the “religious line’’; but much political proja- 
ganda from many quarters reduces to the same 
syllogism: “‘We”’ are opposed to sin; therefore, 
opposition to anything we propose is favoring 
sin against virtue. As to religion and working 
morality, history suggests some connection but 
indicates that it matters little what religion 
people have in common. (And most will believe 
practically any, with equal fervor.) The issue is 
tolerance of diversity, which classical civiliza 
tion had but abandoned in acce;,ting “Catholic 
Christianity.” 

Beneath the verbal obfuscation, largely not 
so much actually false as platitudinous and 
without meaning until interpreted and imple- 
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mented by the implied authority, a fairly atten- 
tive reader will find enough and clear enough 
statements of what the popes (the Church) ac- 
tually mean. In partic ular, the necessity fora 
supreme authority virtually glares and screams 
through the familiar pet formula for economic 
reorganization, a system of industry councils 
read, “legal monopolies”’), each itself a bedlam 
of conflicting interests. (The subject is briefly 
mentioned in this book on pp. 86-87.) On demo- 
cratic ideals we find this notably explicit state- 
ment 

Inequalities which are based on the nature 
inequalities of culture, possessions, social 
standing from impairing civil equality 
make evident its true meaning that... every- 
one has the right to live his own personal! life honor- 
ably in the place and under the conditions in which 


things 


solar 


Providence placed him. In contrast with this 
democrauc ideal of liberty and equality in a peo- 
honest and far- 
a democratic 
Pius 


ple’s government conducted by 
seeing men, what a spectacle is.. 
state left to the whims of the masses! [p. 52, 


X11, Christmas Message, 1944] 


So speaks the present Pope, not Frederick II or 
Louis XIV; and Hitler would agree, and Com- 
rade Stalin, except for leaving out Providence 
and for allowing men some freedom to improve 
their position 

Ihe collection begins with an excerpt from 
the famous encyclical Quadragesimo Anno (Pius 
XI, 1931): “Before proceeding to discuss these 
problems We lay down the principle . . . that it 
is Our right and Our duty to deal authoritatively 
with social and economic problems”’ (italics 
mine), Again: “To exclude the Church, founded 
by God himself, from the power of making 
laws isa grave and fatal error” (p. 119, from 
encyclical Jmmortale Det, Leo XIU, 1885). And 
as to the laws of the state: “If [these] are mani- 
festly at variance with the divine law, contain- 
ing enactments injurious to the Church, or con- 
veving injunctions adverse to the duties im- 
posed by religion, or if they violate in the person 
of the supreme Pontiff the authority of Jesus 
Christ, then, truly, to resist becomes a positive 
duty, to obey, a crime” (p. 30, from encyclical 
Suptentiae Christianae, Leo XIII, 1890). There 
are “honest and straightforward” statements on 
the proper limits to state authority and action 
with which a liberal would agree—but for know- 
ing that they must be taken in relation to an ec- 
clesiastical over-state which is subject to no lim- 
its. (‘Faith and morals,” defined by the Church 
itself, is of course no limitation.) 
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Particularly important, for the present scene, 
is the attitude toward education. The real 
touchstone of a liberal culture is whether the 
young are to be taught to question and inquire, 
to form opinions by honestly weighing evidence, 
and to hold all beliefs subject to revision on oc- 
casion of new evidence or insight or are to be 
“conditioned” by relentless assertion, plus 
bribes and threats natural and supernatural, to 
unalterable and unquestioning acceptance of 
dogma. And it is dogma without content, merely 
a symbol of submission to the authority pro- 
claiming and interpreting it. On education we 
read, inter alia: “The Church, . . . she who, by 
order and commission of Jesus Christ, has the 
duty of teaching al] nations, finds herself for- 
bidden to take any part in the instruction of the 
people” (p. 118, from encyclical Tametsi, Leo 
XIII, 1900). (/s there anywhere a legal “‘separa- 
tion of church and state’’ which contains this 
prohibition to set over against the vast areas 
where the Church prevents elementary educa- 
tion not under its control and used for indoc- 
trination?) 

Reading matter of this and kindred types 
presses home the decisive question for the en- 
during survival of free society, “government by 
discussion.”’ It is stultifying to argue against any 
statement overtly based on supernatural au- 
thority. The Church, quite logically, does not 
discuss; it declares and ordains. The basic issue 
in social philosophy is whether social-ethical 
“beliefs” are to rest on grounds or only on mo- 
tives or simply have causes. The last named is the 
view promoted by our “‘scientificists,”’ the latest 
school of easy solutions for hard problems, hence 
of potential authoritarians. And on this position 
a thoroughgoing theism and “materialism” 
should cordially embrace—but for the “detail” 
of who is to liquidate whom. The second posi- 
tion (thoroughgoing pragmatism), believing for 
“reasons” other than critical inquiry, also ex- 
cludes genuine discussion, regardless of the 
aesthetic or ethical quality of the reasons. This 
covers all the recognized religions but not hu- 
manism, Now, democracy is distinguished by 
depending on agreement on fundamental val- 
ues, by genuine discussion. The alternative is 
tradition and authority, sanctioned by some 
mixture of brute force (“Inquisition”’ in some 
form) and spiritual opium to make “the masses” 
believe that whatever is, is right (since omnipo- 
tent goodness rules—as it must, if it “‘is’’), or to 
buy them off with a promise of “pie in the sky.”’ 
Moral values—hence, tolerably just, or im- 


proved, laws—are a hard problem. Have the 
masses got, or will they get, in time, what it 
takes to achieve through genuine discussion the 
agreement necessary to peaceful co-operation? 
Will they choose freedom and seriously try to 
keep and increase it if they realize the terrible 
responsibilities it involves? Or will they, as Lord 
Acton suggested, throw away possible freedom 
{and possible justice too) in a vain quest of a 
justice that is too far in conflict with the nature 
of the world as it is (a world in which any life 
ruled by ideals presupposes a conspiracy of man 
against the ways of the Cosmos)? The dozen- 
odd Middle Age centuries are an extreme ex- 
ample of what is characteristic of historical man, 
down to the brief moment of modern liberal 
culture. He has lived under tradition and au- 
thority, sanctioned by “religion,” mostly super- 
stition; and the lives of most were, indeed, poor, 
nasty, mean, brutish, and short. Democratic 
freedom and approach to justice, and nature 
harnessed to the service of man, call for intelli- 
gence and responsibility, for tolerance, sports- 
manship, and a sense of humor—virtues quite 
different from those stressed in these pronounce- 
ments or the ethical tradition they reflect. Our 
liberal culiure shows signs of strain; it will not 
be saved by destroying it and trusting an ec- 
clesiastical dictatorship to lead us backward to 
the Dark Age. 

Lovers of freedom may derive some hope— 
not too much—from the plurality of would-be 
dictator-saviors and their inevitable mortal 
enmity. The real difference: who is to dictate 
and liquidate, who to have it done to him; such 
matters as materialism versus supernaturalism 
are practically irrelevant and philosophically 
unsubstantial—they combine a technique of 
propaganda with its useful precursor, self-decep- 
tion. Momentarily, the greater menace is no 
doubt the candidate that—borrowing from a 
jovial observation of its own supreme pontiff— 
commands the more army divisions. But it is by 
no means clear that in the long view this is the 
case. And recent history has shown how risky it 
is to “pal up’’ with one voracious carnivore to 
fight off another. 

Frank H. KNIGHT 


University of Chicago 


Price Policies in the Cigarette Industry. By WiL- 
tram H. Nashville: Vanderbilt 
University Press, 1951. Pp. x+423. $6.00. 
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with the government provide a mass of informa 
tion which is here used for an elaborate analysis 
of oligopolistic conduct. The oligopoly which 
remained after the trust was broken up in 1911 
has been disturbed but not disrupted by intra- 
industry developments. From 1912 to 1923 
product change and price differences occupied 
this role. As these settled down, high powered 
advertising came to the fore. Nor was the 
oligopoly upset by the sharp loss of volume after 
the ill-advised price increase of 1931 or by the 
successiul entry of two new companies into the 
standard-brand business. 

Out of such experiences, more than from 
awareness of “circular interdependence” (pp. 
172-76), has come parallelism in product and in 
price but not fully in advertising. The identity 
of prices for the “standard brands” is explained 
by several considerations, of which the most 
persuasive is: “The effect of such advertising 
was probably such as to diminish the elasticity 
of demand for the three brands as a class, while 
tending to break down the imperfections of sub- 
stitution within the product class’ (p. 179). 
Price leadership without a clearly dominant 
firm evolved to eliminate “the kink in the de 
mand curves of the oligopolists” (p. 184). Ad 
vertising strategy shows more of the theory of 
games than of circular interdependence, but the 
shifts in market shares that it brings divide 
joint profits without disrupting the profitable 
level or identity of prices. Advertising does act 
to preserve the oligopoly by inhibiting entry 

The industry is also an oligopsony, for which 
the author suggests a model in which each firm 
would buy a percentage of the leaf equal to its 
publicly known percentage of product sales. The 
persuasiveness of the mode] is undermined by 
the variety of grades of leaf and by purchasers’ 
varied needs for different qualities 

In a masterful summarization of the 1946 
Tobacco case the author interprets the courts’ 
decisions to be a “reintegration of the legal and 
economic concepts of monopoly” (p. 396). The 
“tacit, non-aggressive oligopoly” of economic 
literature has become conspiracy under the 
Sherman Act, and the power to exclude, in this 
case largely by the barrier of advertising, is held 
to be monopolization within the meaning of the 
law. 

At each of these steps the author works with- 
in the framework of neoclassical theory; yet he 
does not search merely for illustrations of its 
precepts but re-examines them in light of the 
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evidence. While no profound new propositions 
emerge, one does see the interplay among, and 
the differing emphasis at different times on, the 
various facets of the market policy of the firms 
and how these merged to bring about the ob- 
served results. The insight gained bv examining 
the evolution of an oligopoly suggests that, as a 
method of study, that approach is more promis 
ing than is the study of an industry at a given 
time 

Some significant questions were either not 
asked or not explored fully: Does the minimum 
feasible retail-price differential of one cent work 
toward identical prices for standard brands? 
Why has not advertising lost its strong hold, as 
it has for so many products? Why has not verti- 
cal entry occurred, particularly on the part of 
chain stores? Is integration to include tobacco 
warehousing necessary, and does it serve to in- 
hibit entry? Several of these questions involve 
looking at vertical organization of the industry 
in a way that has not played a major part in 
economic analysis 

Regardless of such questions, this is empirical 
research of a very high order which should aid 
substantially in theory formulation for oligop- 
olistic markets 


Ricuarp B. HEFLEBOWER 


Vorthwestern University 


Der volkswirtschaftliche Sparprozess. By Fritz 
Votcr. Berlin: Duncker & Humblot, 1950 
Pp. vii+496. DM 


Volkswirtschaftliche Irrtiimer und Fehlgriffe. By 
EK. KeELLENBERGER. Bern: Verlag A. Francke, 
1951. Pp. 272. Swiss fr. 14.50. 


Politik des billige n Geldes in der Schweiz. By 
G. Von CasTeELBERG. Zurich: Schylthess & 
Co. A.G., 1951. Pp. 218. Swiss fr. 9.50 


Voigt formulates a highly ambitious pro 
gram. He feels that all available investigations 
on “savings and the economic processes’ are 
basically inadequate, while many relevant as- 
pects escape proper treatment. His book aims to 
replace all the “one-sided and simplified the- 
ories”’ by an analvsis that takes account of the 
“full realities” of economic processes. 

In the fashion of generations of German 
economists, this reconstruction of savings analy- 
sis starts with a discussion of the nature and 
meaning of savings, ranging over a full hundred 


pages. The author operates with a very peculiar 
concept: savings are defined to be the difference 
between Capacity out; ut of an economy and ac- 
tual consumption (or total available real re- 
sources—real resources absorbed in production 
of consumption goods). With a generous dis; lay 
of semantics and taxonomy, he presents various 
processes responsible for savings Among the 
“environmental” factors that determine sav- 
ings, the individual motivations are elaborated 
at length, followed by a discussion of the finan- 
cial and monetary system and their supy osed 
interaction with the savings process. Invest- 
ments are discussed at length as the rationale of 
the savings process and of existing savings. 

In at least one respect the author meets with 
success: in proving his insufficient mastery of 
scientific methods. Out of the maze of obscuri- 
ties developed, two may be quoted as examj les: 
on page 196 he warns the reader to avoid “logi- 
cal contradictions arising from the verbal pic- 
ture of the concept” or when he states that the 
nature of the savings process is determined by 
the tensions (an undefined, never clarified term) 
of the economic process. Such obscurities and a 
corresponding nonanalytical procedure are 
matched by scores of assertions, presented with- 
out any supporting argument. Typical is his 
statement (on p. 26), re; eated through the 
book, that, on the basis of the “inner structure 
of modern economics, the price mechanism is by 
its very nature unable to absorb the basic dis- 
turbances connected with the savings process.” 
Voigt’s notions about the structure of a theory 
are also rather confused. In his presentation of 
various elements of classical and Keynesian the- 
ory he mixes up postulates and theorems to such 
an extent that some of the most important con- 
clusions in each case are treated as postulates. 
Further (one example can be found on p. 23), 
the relation between “quantity concepts”’ (such 
as amount saved) and “schedule concepts”’ 
(such as propensity to save) is confused. No 
wonder Voigt’s treatment of the savings-invest- 
ment discussion which originated with the Gen- 
eral Theory misses the basically simy le points 
completely. In the short compass of the mul- 
tiplier theory he manages to confuse the mar- 
ginal propensity to consume with the propensity 
to consume (p. 61) and, again, the marginal pro- 
pensity to consume with the average propensity 
to consume (p. 63). 

This complete failure on the analytical side is 
matched by a peculiar kind of casual empiri- 
cism. Now and then some data are included but 


without ever being related to any meaningful 
proposition. On the other hand, when evaluat- 
ing some theory, the author simply asserts that 
the assumptions of the theory contradict the 
“law of movement” (Bewegungsrhythmus) of 
modern economies. These “laws,’’ whatever 
they may be, are never specified in terms otf ob- 
servable patterns of behavior 

Ultimately, the test of a contribution pre 
sented with Voigt’s claim is to be found in the 
propositions formulated and confronted with 
observations. Unfortunately, the book contains 
many vague assertions, but diligent reading 
failed to show a single meaningful and accept- 
ably argued proposition. 

Kellenberger’s book covers essentially the 
same set of problems: savings and some con- 
nected problems of the trade cycle and employ- 
ment policy. The author starts his discussion 
with a few shrewdly estimated figures on the 
amount of savings in Switzerland. The effects of 
institutional changes, such as introduction of 
old age insurance, on the amount saved and on 
the capital market are considered and found 
negligible. After some sketchy presentations of 
facts and policies about the trade cycle in the 
twenties and thirties, Kellenberger concentrates 
on the problem of how to prevent future depres- 
sions and, in case prevention proves impossible, 
how to fight them. A great number of measures 
is enumerated, discussed, and found useless or 
essentially inadequate. The author concludes 
with the philosophy that depressions are un- 
avoidable, that nothing can be done about 
them, and that the only relevant measure 
against unemployment consists of a general plan 
for professional, mental, and physical education 
for the unemployed. Unfortunately, the au- 
thor’s argument throughout is so highly ir- 
relevant, his knowledge of research methods and 
his acquaintance with the structure of hypothe- 
ses under consideration so obviously poor, that 
the validity of any conclusions he happens to 
formulate is completely obscure. Two examples 
may suffice. When discussing the Federal Re- 
serve System’s policy in the period 1929-33, he 
states (1) that the system’s monetary policy was 
ineffective as an antidepression device (2) and 
then proceeds to utilize this fact as a proof of the 
incorrectness of the ‘“‘monetary cycle theory” 
(never defined) and the general futility of mone- 
tary policy in depression. In all this he seems 
quite unaware of the exact sequence of events in 
the period 1929-33 and the orders of magnitudes 
involved. And in connection with the proposal 
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to finance government deficits in depression pe- 
riods by creating new money, Kellenberger finds 
that this will only raise the banks’ liquidity and 
thus correspondingly reduce their rate of return 
In such a case, creation of money would be 
equivalent to a special tax imposed on the 
banks. Or, on the other hand, the new money 
created will flow through the economy, but then 
prices will rise and all creditors will be pun 
ished. So he concludes that we had better avoid 
money creation in depression times for the sake 
type of 
argument characterizes the whole book, whose 
impact, to say the least, is depressing 
Castelberg’s book is the least pretentious and 
most forthright of all three—perhaps because he 
is not bound to prove ambitious claims of scien 
tific achievements. His book, a doctoral thesis of 
the University of Zurich, presents a descriptive 
account of “cheap-money policy” in Switzerland 
since World War I. Switzerland presents in this 
respect rather a unique case. By the very struc 
ture of its monetary system, which restricts non- 
gold assets of the Central Bank to short-term 
paper (with certain exceptions), a deliberate 
policy of “cheap money” is subject to more seri- 
ous obstacles than elsewhere. On the other hand, 
random events in the nature of world policy and 
financial policy of other countries influenced the 
supply side of the Swiss credit market to such an 
extent that cheap money was available inde- 
pendently of any deliberate action of monetary 
authorities. Castelberg draws a detailed institu 
tional picture of the channels through which 
public policy affected interest rates in Switzer- 
land, but the author fails to account sufficiently 
for the important fact that most of the mecha 
nisms discussed influenced not so much the gen 
eral level of interest rates as their structure. It 
might be added that the single most important 
item working for “cheap money” was the Cen- 
tral Bank’s policy of keeping the Swiss franc’s 
foreign-exchange rate stable. Thus, foreign 
exchange policy was (perhaps unconsciously and 
not deliberately) the weightiest piece in the ma- 
chinery of a Swiss “‘cheap-money policy.” 


of poor creditors and poor banks 


KARL BRUNNER 


Unirersity of California at Los Angeles 


Report on Cuba: Findings and Recommendations 
of an Economic and Technical Mission Or- 
ganised by the International Bank for Recon- 
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struction and Development in Collaboration 
with the Government of Cuba. Washington: 
International Bank for Reconstruction and 
Development, 1951, Pp. xxiv+ 1052. $7.50. 


The International Bank's Mission to Cuba 
was headed by the late Francis Adams Truslow, 
formerly head of the New York Curb Exchange; 
and, of the sixteen other members, all but two 
were from outside the bank’s staff. Their en- 
cyclopedic report is a description of the Cuban 
economy, a statement of the principal economic 
problems of the country, an outline of a general 
program of economic development, and a series 
of detailed recommendations as to both govern 
ment policy and actions by the private sectors of 
the economy. The findings and recommenda- 
tions are summarized in the first two chapters, 
which were also published by the bank as a 
separate pamphlet. 

The central theme of the Report is the exces 
sive concentration of Cuba on sugar production 
and the need, both by governmental policy and 
by private action, to create a more diversified 
economy. The mission's position is that this 
diversification should be brought about, not by 
diverting resources and labor away from sugar, 
but by utilizing manpower that is now unused 
during the “dead season”’ between sugar har- 
vests or is wastefully used because of extensive 
‘“featherbedding™” by Cuban labor and by put- 
ting into domestic development the savings that 
wealthy Cubans hold in currency or idle bal- 
ances, invest in realestate, or put into American 
securities. Although the Report does not press 
home the point, the clear implication of many of 
its passages is that Cuba does not require foreign 
capital to industrialize and to diversify its econ 
omy but that what is needed is a change in the 
policies and the attitudes of labor, investors, and 
government in Cuba 

The chapters on industry and agriculture 
have many references to high wages and feather 
bedding as preventing or limiting the growth of 
industry and new lines of agriculture. That any 
particular line of economic production has a 
better prospect of success, the lower the outlay 
for labor, if other things are equal, is undoubt- 
edly true; but most of the chapters dealing with 
industry, and with agricultural production other 
than sugar, fail to sense the larger economic sig- 
nificance of the fact that the sugar industry can 

with high wages and feather 
x but that other lines of production can 
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not develop in the face of this situation. Instead 
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of representing just the perversity of labor, the 
obstacle that high labor costs put on diversifica- 
tion may be nothing more than comparative 
advantage in action. 

The mission points out the importance to 
Cuba of increasing its European sugar sales and 
the difficulties of doing this in a world of bi- 
lateral trading arrangements, as long as Euro- 
pean sales in the Cuban market are limited by 
the substantial tariff preferences that American 
goods enjoy in the Cuban market. It recom- 
mends a campaign to develop European mar- 
kets and urges a re-examination of the existing 
preferential tariff arrangements with the United 
States (pp. 23, 718, 754-57, 809-10). The chap- 
ter on “Monetary and Fiscal Policy”’ recom- 
mends exchange-rate stability (presumably with 
the United States dollar, although this point is 
never made clear), without exchange control, 
and with monetary and fiscal measures taken 
within the limits permitted by exchange rate 
stability. 

The Report is incredibly wordy, and there are 
thousands of sentences and hundreds of para- 
graphs that could have been shortened or 
dropped with no loss of content. Some of the 
chapters on industry and agriculture read like 
field notes, giving the most petty details. There 
are over two hundred and fifty separate recom- 
mendations, scattered throughout the Report 
and ranging all the way from major recom- 
mendations of government policy to advice to 
private capital to establish a fish-meal factory 
and to small farmers to grow more vegetables. 
The lack of an index in a volume of this size and 
coverage is unfortunate. 

Much of the advice in the Report to the effect 
that the Cuban government should be more ef- 
ficient, that government oflicials should be more 
honest, that labor should be more reasonable, 
that management should be more enterprising, 
and that Cubans should invest more in their 
own industries is all to the good; but such hom- 
ilies would be more effective if not repeated so 
many times. The mission, under the guise of of- 
fering economic and technical advice, too often 
is simply telling the Cubans that they should 
not behave the way they do or have the eco- 
nomic and social standards that are deeply im- 
bedded in their national life. The constant repe- 
tition of advice to be honest, enterprising, and 
elhicient; the wordiness and the serious editorial 
deficiencies of the Report; and the failure to keep 
the reader sufficiently in mind will restrict the 
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audience and limit the usefulness of this com- 
prehensive survey of Cuba’s economic problems. 


FRANK WHITSON FETTER 


Northwestern University 


Vollbeschaiftigung, Inflation und Planwirtschaft. 
Edited by AtBert Erlenbach- 
Zurich: Eugen Rentsch Verlag, 1951. Pp. 
362. Swiss fr. 15.50. 


Twelve economists from the United States 
and Europe have contributed to a volume which 
H. D. Gideonse, president of Brooklyn College, 
describes in the Preface as an experts’ answer to 
the United Nations report on national and in- 
ternational measures for full employment. Ac- 
tually, the volume is more than that. All the 
contributors oppose the indiscriminate use of 
expansionist policies, but—with the exception 
of Gideonse himself, who calls the UN report a 
“scandal in intellectual history”’ and accuses its 
authors of advocating “‘Hitlerian economic poli- 
cies’”’—they deal in scholarly fashion with the 
theory and practice of economic planning. 

Professor Amonn (Switzerland) analyzes the 
distinction between “economic order” and “‘eco- 
nomic status” and the concepts of determinism 
and indeterminism in economic history. Profes- 
sor Baudin (France) attempts to compress into 
forty-two pages the entire history of economic 
planning from ancient Egypt to modern Israel. 
In a more factual vein, several authors discuss 
the problems of individual countries; Professor 
Eucken gives, in a posthumous paper, a mas- 
terly picture of repressed inflation in postwar 
Germany, which Professor Roepke supplements 
by a spirited apology for Germany's policies 
following the currency reform of 1948. Professor 
Bresciani-Turroni similarly defends the mone- 
tary policies of postwar Italy. Professor Jewkes 
discusses some difficulties arising from the Brit- 
ish experiments in nationalization of industries, 
and Professor Iversen describes the trouble cre- 
ated by expansionist policies in Denmark. Pro- 
fessors Ellis and Viner are represented by trans- 
lations of two papers well known to American 
readers, which deal with the Douglas report on 
monetary policy and the UN report on full em- 
ployment, respectively. 

Two contributors discuss the general theory 
of full employment. Professor Hayek, whose 
paper has given the book its title, points out 
that expansionist policies actually may limit the 
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expansion of production by creating dispropor- 
tionalities and rigidities. Professor Lutz em- 
phasizes that an expansion of money incomes 
raises employment only if it raises “real’’ de- 
mand and that in an inflation-conscious econ- 
omy the price level adjusts itself so rapidly to 
monetary changes that an expansion of money 
incomes ceases to stimulate “real’’ demand 

The authors have successfully demonstrated 
that expansionist policies may, and often do, 
lead to serious inflationary disturbances and 
hence to stifling direct controls and that policies 
aimed at maintaining monetary stability need 
not necessarily lead to deflationary disturb- 
ances. The fact remains, however, that most if 
not all countries that have been following ex- 
pansionist policies since the end of the war have 
experienced a continuous high level of produc-_ 
tion and employment, together with a gradual 
relaxation of inflationary pressures prior to the 
outbreak of hostilities in Korea; while many 
countries that gave highest priority to stabiliz- 
ing monetary policies suffered from chronic or 
temporary underutilization of their resources. 
It is true that this evidence is not conclusive: 
many “‘expansionist’’ countries were enabled to 
keep the inflationary consequences of their poli- 
cies at a minimum only by the aid they received 
from the United States, and underemployment 
in “‘stabilizing’’ countries was often due to a 
scarcity of real capital, which could not have 
been cured by monetary expansion. We cannot 
hope to solve the problem, however, by repeat 
ing elementary principles about which only ex- 
tremists on both sides could quarrel; we must 
rather try to determine the exact conditions un 
der which expansionist policies are likely to lead 
to inflation and stabilizing monetary policies to 
deflation. It is a pity that such a formidable ar- 
ray of economists has devoted most of its efforts 
to criticizing the wrong way to optimum em- 
ployment and production, neglecting the more 
difficult but more rewarding task of exploring 
the right way. 

J. Herpert Furta 

Washington, D.C. 


Food, Vol. 1: The Growth of Policy. By R. J. 
Hammonp. (“History of the Second World 
War: United Kingdom Civil Series,” Vol. V, 
ed. W. K. Hancock.) London: His Majesty’s 
Stationery Office and Longmans, Green & 
Co., 1951. 25s. net ($5.75 at British Infor- 
mation Services, New York). 
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This is the fifth book to appear in the twenty 
two-volume “Civil Series” noted above and the 
first of two volumes dealing with food. The sec 
ond, now in preparation, will focus upon admin- 
istration, while the present volume deals with 
policy formation. There might have been ad 
vantage in reviewing the two together, although 
one cannot quarre! with the decision to publish 
in sequence rather than simultaneously 

‘The arrangement is both chronological and 
topical -the four parts mainly chronological, 
the twenty-nine chapters topical within the 
parts. Part I considers prewar planning for the 
event of war; Part I, the situations, problems, 
and decisions of the first war vear, 1939-40; 
Part LIL, those of the second war year; Part IV, 
mainly those of the following four vears to the 
war's end. The principal reiterated topical 
strands running through the chronological 
structure are food stocks, imports, price regula 
tion, transport by sea and land, warehousing, 
and consumer rationing. Part IV, in addition to 
the reiterated topics, inc ludes discussion of 
Lend-Lease and the Combined Food Board 
(chaps. xviii and xix), of international wheat 
negotiations, 1939-45 (chap. axvii), and of the 
Hot Springs Conference and the origin of the 
Food and Agriculture Organization of the 
United Nations (chap. xxviii). These chapters 
wiil prove exceptionally rewarding to American 
readers 

lhis is a history less of events than of devel- 
oping -often clashing —ideas, opinions, convic- 
tions, and arguments about appropriate organi 
zation and courses of action of the British food 
controlling authority. There is treatment of the 
bases of international decision, as in the chap- 
ters specified above. The relationship of food 
control to domestic anti-inflationary measures 
and national budgetary management ts brought 
forward if not subjected to rigorous systematic 
discussion; Hammond's laudable procedure is to 
look upon food control as a segment of general 
yovernmental management in wartime. Inter- 
departmental jurisdictional troubles —the Min 
istry of Food versus now Agriculture, now War 
Transport, now ‘Treasury, or another depart- 
ment--and the inevitable lidder-climbing of 
some recalcitrant problems to supreme Cabinet 

ithority are by no means neglected Emphasis 
falls upon conflicting views within the Ministry 
of Food itself, of trade experts on commodities, 
civil administrators, reformers, nutritional sci 
“academic” economists 


While general conclusions are not summa 


rized and bluntly stated, they seem to emerge in 
the final chapter, where dissolution (in 1947) of 
the General Department of the Ministry of 
Food is scrutinized. Here Hammond indicates 
that British food control was successful in meet- 
ing one aspect of its objectives—the relation of 
imports, home production, and rationing poli 
cies to objective standards of need, des; ite 
heavy shrinkage of imports. He questions the 
degree of success in meeting the second aspect of 
the objectives—securing the greatest rationality 
of means used, substituting foresight for impro- 
visation, keeping one control in line with an- 
other, avoiding contradictions from piecemeal 
or independent action. ‘The sources from which 
this history is compiled are rich in material that 

. reveals want, not of intelligence, public 
spirit, or practical knowledge, but of mastery 
over first principles; knowledge of how a par- 
ticular piece of control machinery operated was 
not always matched by deeper understanding of 
its function. The General Department was only 
successful to a limited extent in remedying de- 
ficiencies of this sort’’ (pp. 374-75). 

Those who seek a bird’s-eve view of British 
wartime experience with food may regret to find 
here so little consideration of the impact of food 
requirements of the armed services upon civilian 
food situations and the Ministry’s decisions and 
so curtailed a treatment of the drive to increase 
domestic food production. But the second is cer- 
tainly reserved for treatment by another au- 
thor, and the first may be. Students of com- 
modity economics will regret not to find here a 
record, by commodities, of fluctuations in Brit- 
ish food stocks, which had a bearing on shipping 
allocations, relief commitments, and recom- 
mended food allocations of the Combined Food 
Board. Was it author’s restraint, or official con- 
straint, which created the gap? 

Hammond writes critically and analytically 
and reasons closely. His book is professional in 
the best sense, not a “popular”’ history. 


M. K. BENNETT 


Food Research Institute 
Stanford University 


The United States in International Banking. By 
SIEGFRIED STERN. New York: Columbia Uni- 
versity Press, 1951. Pp. xiii¢+447. $5.25. 


Students of our international financial af- 
fairs are rarely afforded the opportunity to look 
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at the course of events from the viewpoint of an 
active participant in the operating field. Consid- 
erable interest, therefore, attaches to the com- 
prehensive chronicle of United Siates participa 
tion in international banking by Siegfried Stern, 
who for alniost thirty years held important posi- 
tions as an executive of the foreign departments 
of several New York banks and who was a vice- 
president of the Chase National Bank of the 
City of New York from 1930 to 1945. The au 
thor presents his story against the background 
of the major developments in our international 
financial relations since World War I, examining 
carefully the impact of each turn of events on 
the affairs of the large seaboard and inland 
banks with foreign departments 

An introductory chapter gives a historical 
survey of United States banking activities 
abroad during 1914-45. Thereafter come two 
sections dealing with war and postwar prob 
lems, which are followed by a somewhat dis 
appointing chapter giving a bird’s-eye view of 
United States government corporations in for 
eign trade and banking. An extremely interest- 
ing section discusses the role of silver in the op 
erations of United States and foreign banks dur 
ing the thirties. Then follows the major part of 
the book—a detailed description of United 
States banking activities in specific countries. 
Among the concluding sections Is a fairly exten- 
sive report on the organization of the foreign 
operations of United States banks, which con- 
tains a great deal of information of interest, par- 
ticularly to the student of business administra- 
tion. 

For the economist the book is useful pri- 
marily in that it furnishes him with an eyewit- 
ness account of a large number of financial de- 
velopments on which he would find it difficult to 
obtain firsthand information elsewhere. The au- 
thor is at his best in describing events of which 
he was a particularly close witness at the operat- 
ing end or in which he took an active part him- 
self, such as the early phases of the negotiations 
on the standstill agreements with German and 
Hungarian banks and problems affecting the 
New York exchange market during the war. 
Here and in several other sections the reader 
finds much background material on occurrences 
that shaped our banking and financial relations 
with the rest of the world, and he is entertained 
with descriptions of episodes that lend color to 
the sometimes rather drab story of banking 
activitics in foreign lands 
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In some respects, however, the reader looking 
for inside information or penetrating observa- 
tions by a “man of affairs” on financial events 
or the activities of United States banks will be 
disappointed. There are only a few attempts in 
the book at economic analysis, and the author 
rarely probes below the surface ot develoy ments 
for the basic forces, human and otherwise, re 
sponsible for some of the major events in our 
international banking history. There appears to 
be a studied effort to keep away from the dis 
cussion of controversial subjects and of any 
thing that smacks of criticism 

Many chapters of the book have an authori- 
tative air to them, but others appear to have 
been written on the basis of rather incomplete 
studies. Some parts, particularly those dealing 
with developments that occurred after Stern's 
retirement from active service, appear to be 
based on occasional and not always well-in 
formed newspaper reports. The book may also 
be criticized on the ground that many of the 
recorded events and dates are of very little in- 
terest, and no useful purpose is served by in 
cluding them in the narrative 

But the book is written in a lively style, con 
tains helpful summaries of each chapter, and 
has a good index as well as a useful bibliography 
of the literature dealing with our international 
financial relations and United States foreign 
banking activities 

Frep H. Kiopstock 
New York City 


The Soviet Financial System. By MIKHAIL V 
Conpotpe. Columbus, Ohio: College of Com 
merce and Administration, Ohio State Uni- 
versity, 1951. Pp. xi 230. $4.00. 


This first Western book since before the war 
devoted exclusively to Soviet finance contrib- 
utes little that is new to our knowledge of the 
Soviet economy. Treatment of the material, col- 
lected from both Soviet and non-Soviet sources, 
shows few signs of originality. The book consists 
of an introductory chapter on the Soviet econ 
omy followed by chapters on banking and cred- 
it, money, the budget, internati ynal finance, for- 
eign economic policies, and a summary The 
chapters dealing with international matters 
comprise one-third of the book, certainly a dis- 
proportionate amount of space in a v lume con- 
cerned with Soviet finance 

Too much of the book is devoted to present- 
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ing, through quotations and paraphrases, the 
official Soviet version of its own financial sys- 
tem; too little to a critique of the system in 
terms either of up-to-date Western monetary 
theory or of sophisticated statistical analysis. 
The official Soviet version is formal, legalistic, 
and ridden with half-truths; and it provides few 
clues to the many interesting problems faced by 
Soviet financial authorities. Professor Condoide 
does not shed much more light on these prob- 
lems than do the Soviets. We are never told any- 
thing about the relative importance of “‘cost- 
push” and “demand-pull” in Soviet inflation. 
The author remains silent on the fact that an 
important function of the State Bank is to con- 
trol expenditures on wages and thereby curb the 
“cost-push.’’ Almost nothing is said on the sig- 
nificance of the tax in kind and its relation to the 
turnover tax. There are other important omis- 
sions 

Some of the deficiencies of this book would no 
doubt have been remedied if Soviet materials 
were more generally accessible. Apparently 
neither Soretskie finansy (“Soviet Finance’’) nor 
Dengi i kredit (“Money and Credit”), economic 
journals of the Ministry of Finance and State 
Bank, respectively, were available to Condoide. 


These journals contain some revealing articles 
in which financial technicians tend to abandon 
the usual stereotypes for discussion of the actual 


problems confronting them 

The purely financial statistics in this book 
are more complete than those contained in other 
volumes on the Soviet A word of 
warning, however. Condoide accepts the fan- 
tastic estimates by the Bank for International 
Settlements of Soviet currency circulation for 
the vears after 1938 (p. 69). Although note cir- 
culation was only 11.2 billion rubles on January 
1, 1937, by official Soviet count (p. 41), the 
BLS. estimates that it rose to 40 billion by 
December 31, 1938. Soviet series on wage pay- 
ments and value of retail trade are closely cor- 
related with currency circulation, as Condoide 
himself points out (p. 29); both these series and 
changes in the balance sheet of the State Bank 


economy 


indicate clearly that circulation may have risen’ 


to 14-17 billion rubles by the end of 1938, but 
certainly no higher. Furthermore, we have the 
word of N. Voznesensky, chairman of the State 
Planning Commission, that currency in circula- 
tion declined in 1940 rather than increased by 
more than 30 percent, as the B.LS. has it. Other 
frrures in the series are no less suspect It is 

rtunate indeed that Condoide has uncriti- 
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cally republished these estimates because of 
their important implications for analysis of the 
Soviet economy and particularly for an under- 
standing of the currency reform of 1947. 

This book will be of interest to some readers 
because of its thorough presertation of Russian 
stereotypes on finance, appendixes containing 
the text of the currency reform and other post- 
war financial decrees, and chapters on inter- 
national finance which contain some material I 
have not seen collected elsewhere. It must be 
used carefully, however, because there are many 
errors of fact and emphasis as well as important 
omissions. 

F. D. HotzMan 
Russian Research Center 
Harvard University 


A Dollar Index of Soviet Machinery Output, 
1927-28 to 1937. By ALEXANDER GER- 
SCHENKRON, (U.S. Air Force Project Rand 
R-194.) Santa Monica, Calif.: RAND Cor- 
poration, 1951. Pp. v+357. Available on re- 
quest. 


This book is an important step toward re- 
placement of the manipulated Soviet indexes 
with realities. The Soviet machinery output in- 
creased by 1,375 per cent in terms of the official 
indexes computed in the so-called “‘unchange- 
able,”’ but actually rapidly rising, 1926-27 
prices. Gerschenkron’s indexes, computed for a 
very large proportion of the total Soviet ma- 
chinery output, year by year from 1927-28 to 
1937, in 1939 American prices, indicate an in- 
crease (in terms of gross values) of only 425 per 
cent over the whole period. This finding is par- 
ticularly significant, since it has been made by 
an analyst who only a few years ago added a 
second decimal point to official Soviet indexes of 
large-scale industrial production—a_ practice 
never followed in the U.S.S.R. 

The use of the rising ‘unchangeable 1926-27 
prices” in the official computations of the value 
of output and of the indexes based on the latter 
is of course a major factor for the great dis- 
crepancy between the trends shown by the of- 
ficial and Gerschenkron’s indexes, and it must 
be regretted that Gerschenkron did not make an 
attempt to study those prices. Without trying, 
he declared that such an analysis would be ‘a 
very uncertain enterprise’’ (p. 10). 

The fact that Gerschenkron did not include 


in his estimates all machinery may have caused, 
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according to him, a certain underestimation of 
the rise in machinery output; but his analysis 
shows conclusively that this factor, if present, is 
only minor. Indexes of the Soviet machinery 
output in American 1939 prices must show a 
considerably smaller rise in 1928-37 than would 
indexes even in correct Soviet 1926-27 prices. 
To find out the exact extent of the difference, it 
would be necessary to study the real 1926-27 
prices in the U.S.S.R. Instead of such an analysis, 
Gerschenkron undertook a detailed statistical 
analysis of the American machinery output at 
American prices in the beginning and at the 
end of four different periods. However, he 


used not the actual prices of each machine 
type in the respective years but the average 
prices of cach machine as reported to the 


Bureau of the Census, and there were 
fundamental changes in the size and other 
characteristics of many machines over the periods 
selected. No other explanation is possible for the 
fact that, for example, the average price of a 
“motor (without railways and vehicles)"’ de- 
clined more than 90 per cent from 1899 to 1939, 
while the average price of an electric locomotive 
rose 125-fold over the same period (pp. 288-91). 
The motors and electric locomotives of 1939 
must have had little in common with those of 
1899, and this deprives the analysis of much of 
its value. 

Gerschenkron, finally, made a not fully suc- 
cessful attempt to analyze the very interesting 
official Soviet comparisons of the machinery 
output in the U.S.S.R. with that in the U.S.A. 
in 1928-37 (pp. 59-67). He was so attracted by 
the desire to explain how the computations were 
made that he paid no attention to what was ob- 
tained. If he had started from the latter prob- 
lem, he would have realized that the procedure 
followed by the Soviet analysts is unlikely to 
have been that visualized by him. Gerschenkron 
might have found helpful for this analysis the 
procedure applied in the analysis of the changes 
shown by the Soviet indexes for total industrial 
production in the same years on pages 307-10 of 
this Journal for August, 1947. 

Probably because he did not successfully ap- 
portion the immense difference in the rise be- 
tween his and official indexes, Gerschenkron (p. 
58) concludes on a rather disheartened tone. I 
attach great significance, however, to his dis- 
covery that the Soviet output of machinery in- 
creased only about 5.5-fold in 1928-37 in Ameri- 
can prices. Contrary to Gerschenkron, I believe 
that indexes in these prices are more relevant 
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than those in even correct Soviet 1926-27 prices. 

Gerschenkron’s book carries the date April 6, 
1951. So far as I am aware, it became available 
in November. It would be advisable to have the 
meaning of the date pointed out.' 


N. Jasxy 
Food Research Institute 
Stanford University 


The General Manufacturers Sales Tax in Canada. 
By Joun F. Due. (“Canadian Tax Papers,” 
No. 3.) Toronto: Canadian Tax Foundation, 
1951. Pp. xi+ 202. $2.00. 


The Canadian federal government has had a 
general manufacturers sales tax for more than 
thirty years. In 1929-30 the tax seemed on the 
way out, but it gained new vigor with depres- 
sion, and the present rate of 10 per cent is the 
highest in its history. 

Since 1924 the tax has been single stage in 
character, applying at the manufacturing level. 
Firms interpreted to be manufacturers are li- 
censed and pay tax on sales to unlicensed pur- 
chasers, while sales by other firms are not tax- 
able. In general, the tax applies to corisumers’ 
and not to producers’ goods, although deter- 
mination of what goods are to be exempt and 
what firms are to be licensed has not been 
simple. Exemption of producers’ goods in par- 
ticular has raised difficult issues of law and ad- 
ministration. Professor Due believes that, in 
practice, the exemption has been unduly nar- 
row in scope, and he makes specific recom- 
mendations for enlargement 

Chapters are devoted also to “the concepts of 
sale and sale price for tax purposes,” to “‘ad- 
ministrative provisions, organization, and pro- 
cedures,”’ and to “compliance problems.’ In- 
deed, a reader is two-thirds through the book 
before the questions, dear to economists, of inci- 
dence and distribution of burden are reached. 
To me these earlier chapters were very instruc- 
tive. They provided a concise, logical descrip- 
tion and analysis of topics which are the life- 
blood of a successful tax but which are often 
slighted by economists. A sense of realism per- 
vades the exposition. 

The theoretical chapters are less rewarding. 
Since no economist has probed as deeply as Due 


1A limited number of more detailed comments 
are obtainable from the reviewer (self-addressed en- 
velopes, please). 
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into sales-tax theory, I hoped that analysis of 
long Canadian experience would enable him to 
put flesh on the theory. Yet Due’s conclusions 
about shifting, pyramiding, and incidence, 
about distribution of burden, and about incen 
tive effects are, for the most part, couched in 
abstract terms. It is a shock to realize how in- 
conclusive are the answers to many important 
Issues 

Over all the tax is awarded very low marks 
Compared with the income tax, it is inequitable, 
its smaller adverse effects on incentives are to be 
doubted, and its anti-inflationary effects could 
be secured by reductions in income-tax exemp 
tions. And the significance of the sole advantage 
of the manufacturers over the retail tax—collec 
tion from fewer taxpayers—has been “largely 
destroyed” by the growth of provincial retail 
sales taxes and the consequent duplication of 
collection machinery. Surely this sweeping 
statement assumes what is currently very un 
likely to happen-—that somehow the federal and 
provincial levies are completely integrated. 
Other features of Due’s appraisal would be dis 
puted by the Canadian minister of finance, who 
has defended the tax as anti-inflationary, as 
nonregressive on low and middle incomes, and 
as representing taxpayer preference better than 
equivalent income taxation. On the last ground, 


at least, his opinion may be superior to that of 
Due 


James A. MAXWELL 


Clark University 


Federal Control of Entry into Air Transporta- 
tion. By Lucite SHepparp Keyes. Cam- 
bridge: Harvard University Press, 1951. Pp 
405. $6.00 


Policies of the Civil Aeronautics Board have 
been much reviewed and criticized particularly 
in the legal periodicals, but nowhere have they 
been as thoroughly and competently examined 
from the standpoint of theoretical economics as 
in the present volume. The study is concerned 
particularly with policy relating to the granting 
of certificates of public convenience and neces- 
sity for new air services, but it also extends into 
other areas of control which affect the competi- 
tive organization of the industry 

Phe author believes that the main purpose of 
the Civil Aeronautics Act was to protect exist 
ing air carriers from competition in order to as- 
sure their inane ial soundness There is some dif 


BOOK REVIEWS 


ficulty in reconciling this view with those provi 
sions of the act which express a congressional 
policy of favoring competition in the industry. 
Mrs. Keyes concludes that the congressional 
sponsors of the act may well have occupied a 
compromise position in which a certain degree 
of protection of the revenues of existing airlines 
was reconciled with the positive values of direct 
competition. In compliance with congressional 
expressions favoring competition in air trans- 
port, the Board has held that there is “‘a strong, 
although not conclusive, presumption in favor 
of competition on any route which offered suf- 
ficient traffic to support competing services 
without unreasonable increase of total operating 
cost.’’ This has come to be known as the “‘pre- 
sumption doctrine.”’ Keyes does not note that 
recent decisions of the Board, if we may believe 
Mr. Lee’s dissenting opinion in Southern Service 
to the West Case, indicate abandonment of this 
policy. She does not believe, however, that the 
“presumption doctrine,”’ even when applied, 
was allowed to interfere with the protection of 
the revenues of existing carriers. 

Analysis of the Board’s administration of the 
Civil Aeronautics Act is preceded by two chap- 
ters in which Keyes turns to the writings of eco- 
nomic theorists, particularly Chamberlin and 
Trifiin, for aid in formulating standards by 
which to judge the economic soundness of the 
Board’s policies. Although the publishers assert 
that these chapters hold ‘‘unusual interest for 
persons outside the field of theoretical econom- 
ics,”’ they can only be understood by those who 
have considerable familiarity with the highly 
technical language of modern price and output 
theory. 

The standard produced by this excursion 
into economic theory is that which perfect com- 
petition is supposed to bring about, namely, 
maximum output consistent with cost coverage, 
the optimum total investment in the industry, 
and the optimum distribution of investment 
among the firms in the industry. Of course, the 
performance of regulation cannot come up to 
this standard. The author realizes that even per- 
fect competition and free entry would not bring 
this result either, except under special circum- 
stances. Regulation, however, seems to impose 
artificial obstacles to the attainment of the ideal. 
Keyes holds that the tendency for regulation to 
protect existing firms prevents the entrance of 
newcomers who might oy erate more efficiently; 
that the application of the “presumption doc- 
trine’’ brings additional carriers to a route when 
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the service could be more cheaply provided by 
existing operators; and that restricting entry, 
coupled with fixing airmail rates on a “need” 
basis, results in supporting a level of operations 
largely controlled by the airlines and not by the 
Board, and which may be excessive. There is 
much truth in these contentions, but I believe 
that the author fails to realize how much control 
the Board can and does exert over the extent 
and scale of operations. 

Stated broadly, Keyes’s remedies are “aban- 
donment of those aspects of the present regula- 
tory system which tend to obstruct the achieve 
ment of the economic optimum, and retention of 
specific regulation designed to promote it’’ (p 
340). When stated thus, the conclusion seems 
sound. The policies which the author would 
abandon are subsidization through airmail pay- 
ments, control of entry, and rate regulation ex 
cept such as is necessary to prevent below-cost 
pricing to eliminate competitors. 

With the desirability of eliminating subsidy I 
should agree ; of the practicability of abandoning 
rate control and control of entry I am very skep- 
tical. Economic theory cannot provide a conclu- 
sive answer to this question. Furthermore, there 
is danger in taking a theoretical analysis based 
on ordinary industrial and commercial enter- 
prises and applying it unreservedly to industries 
which take on aspects of public service enter- 
prises. Nor does experience with unrestricted 
competition in the other forms of common car- 
riage offer much hope that it would work with 
satisfaction in air transport, even if such a policy 
could be enforced. 

D. Pattie LockLin 


University of Illinois 


Monetary Policy and the Management of the Pub- 
lic Debt: Replies to Questions and Other Mate- 
rials for the Use of the Subcommittee on General 
Credit Control and Debt Management. 2 vols. 
Issued by U.S. Congress, Joint Committee on 
the Economic Report. Washington: Govern- 
ment Printing Office, 1952. Pp. 1,302. 

In 1949 a subcommittee of the Joint Com- 
mittee on the Economic Report, chaired by 
Senator Douglas, held extensive hearings and 
submitted a report that has been widely credit- 
ed with spearheading a “renaissance of mone- 
tary policy.” Two years later, virtually the same 
subcommittee, this time chaired by Represent- 


ative Wright Patman, has worked over much 
the same ground more intensively, with particu- 
lar reference to the interrelationships of mone- 
tary and debt policy. The two volumes under re- 
view are the answers of a broad cross-section of 
high government officials, bankers, security 
dealers, state bank supervisors, and economists 
to a series of searching questions asked by the 
subcommittee. If the tone of the Douglas sub- 
committee was, “Restore monetary policy,” the 
theme of these Patman subcommittee answers 
is “Yes—but how can we really make it work?” 

In my judgment, these volumes, following 
the Douglas committee materials, represent one 
of the significant monetary-policy documents of 
this century. In the long sweep of the 1930's and 
1940's, money was swept aside by interest in 
fiscal policy. In 1949, the crucial issue brought 
up for reconsideration was: ‘Is money really im- 
portant, and can monetary policy really do any- 
thing?” Before the Patman committee, this 
question is no longer at stake in the eyes of most 
respondents. The temper of the times, for gov- 
ernment officials and economists alike, is one of 
sober analysis as to how monetary policy can be 
made to play the potentially important role with 
which nearly everyone is now willing to credit 
it. Fiscal policy still looks important, but a good 
deal less like a cure-all. 

The published replies fall into four main 
parts: (1) the problem of policy directives, 
(2) the mechanism of policy formation and ex- 
ecution, (3) the impact on the economy of mon- 
etary and debt policy measures, with detailed 
attention to various policies and combinations 
of policies, and (4) miscellaneous questions on 
bank supervision, deposit insurance, adequacy 
of banking facilities, and related matters. Re- 
plies of the Secretary of the Treasury, chairman 
of the Federal Reserve Board, and other high 
government officials are published complete. 
The committee’s economist, Henry Murphy, 
has done an excellent job of summarizing and 
excerpting the hundreds of replies from econo- 
mists and other individual respondents so as to 
convey both the flavor of the replies and the 
substance of their main points. 

In many respects the 200-page Treasury re- 
ply by Secretary Snyder is of the greatest inter- 
est. Here the Treasury has tried to spell out its 
basic philosophy of debt management and its 
role in monetary policy. This is accompanied by 
a detailed exposition of its own operating mech- 
anism in the field in times past and present. It 
includes a straightforward nine-point statement 
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of Treasury fiscal-monetary-debt policy objec- 
tives—the first such general policy declaration 
I know of. The statement of Treasury position 
on interest costs on the debt is of special in- 
terest. 

Contrary to the widely voiced expectations 
of the financial community, the Treasury 
showed no signs of wanting to absorb the Feder- 
al Reserve. On the contrary, its replies appear to 
be surprisingly judicious as to the interrelation- 
ships between debt and monetary policy. Only 
time will tell whether the Treasury will actually 
carry out the flavor of its answers, giving impor- 
tant weight to the monetary implications of 
debt policy. But the closeness of the Treasury 
and Federal Reserve positions is far more strik- 
ing than the differences. Economists were more 
widely scattered on the central issues, but even 
here a substantial core of consensus is dis- 
cernible 

On the “economics” of monetary policy, one 
is struck by the general emphasis on the “avail- 
” of credit, in contrast to the more tradi- 
’ channels of 


ability 


tional “cost” and “expectations’ 


credit policy impact. While, in my judgment, 
this switch is right-directional, a somewhat up- 
setting vagueness runs through the replies (of 


both government officials and economists) as 
to just what the relationship is between the 
“cost” and “availability” channels under differ- 
ent conditions. I suspect we may be in some 
danger of throwing out the “cost” side a little 
too enthusiastically; given any imperfection of 
the capital markets, Federal Reserve action to 
restrict the availability of credit will under 
many conditions soon work itself out to be, in 
effect, a restriction through higher interest 
costs, as Professor Samuelson suggests in his 
testimony before the committee. My analysis 
indicates that the cost channel is important as 
long as the Federal Reserve stands ready to ab- 
sorb classes of assets from the market (at either 
fixed or variable prices.) 

Two general concluding comments may help 
teachers and students who do not take time to 
survey the entire report, 

1. The volumes are veritable treasure troves 
of information for the novice and for the expert, 
covering the entire area of monetary and debt 
policy and practice, past and present. The his- 
tory of Treasury policy directives and mone- 
tary-debt operations; the extraordinarily useful 
Federal Reserve seventeen-page table showing 
every principal Federal Reserve policy action 
since 1919, with the intent of action and sur- 
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rounding circumstances; the surveys of central 
bank status and policies in all other major coun- 
tries; the mass of data on banking facilities in 
relation to population and other measures of 
banking needs—these and many others are 
“musts” for at least scanning by the well-in- 
formed practitioner in the field. 

2. The answers, together with the hearings 
before the Douglas and Patman Committees, 
provide an exceptionally interesting case study 
in political economy for the advanced student. 
Here the interplay of economic, administrative, 
and political pressures is brought to the surface, 
in a way that should be most instructive to the 
man who has worked mainly with “book learn- 
ing” in ‘economics. The complete reversal of 
Treasury and Federal Reserve positions on the 
need for a co-ordinating national monetary 
council between the two hearings, reflecting the 
major shift in their relative power positions and 
in “public opinion” between 1949 and 1951, 
provides one example. Another is suggested by 
the replies of the state bank supervisors. While 
replies of major government officials are general- 
ly examples of government agency thinking at 
its best, every state bank supervisor except one 
replied that the main function of commercial 
bank reserve requirements is to assure liquidity 
for individual banks so that they can meet their 
deposit liabilities. Some said that reserve re- 
quirements should be related primarily to local 
conditions affecting local banks. Several specifi- 
cally denied that it is proper for reserve require- 
ments to be used to control the extension of 
credit. 

These volumes, together with the compar- 
able documents of the Douglas committee, seem 
to me to mark a significant step forward in the 
formation of sound monetary-debt policies in a 
democratic society. The secrecy and mythology 
that have long shrouded central banking and 
Treasury financial operations are gradually be- 
ing swept away. The intimate relationship of 
monetary and debt policy to the political proc- 
esses of the democratic state is being brought 
into the open. This exposure to the public gaze 
is a healthy one, both for the government agen- 
cies forming and implementing policies in the 
monetary-debt areas and for the public them- 
selves, who should learn at least a little by 
looking. 

G. L. Bach 


Carnegie Institute of Technology 


Taxation and Business Concentration: A Sympo- 
sium Conducted by the Tax Institute. Prince- 
ton: Tax Institute, 1952. Pp. viii+264. $5.00. 


This volume contains twenty-one papers pre- 
sented at a symposium conducted by the Tax 
Institute in New York Cry in June, 1951, on 
the question of the effect of the present tax 
structure upon industrial concentration. 

The majority of the papers were given by 
lawyers or representatives of various business 
groups; only three of the speakers were unaffili- 
ated economists. Several papers deal with gener- 
al effects upon business concentration of major 
federal taxes; others, with the effects of specific 
provisions of the tax laws, such as Section 102, 
and treatment of depreciation, capital gains, 
and loss carry-back. Several papers consider the 
farm co-operative and nonprofit enterprise tax 
problem as it affects concentration. 

In addition to the usual repetition and lack 
of close integration to be expected in symposia, 
the volume suffers greatly from the delay of al- 
most two years between the time the papers 
were given and the date of publication. Several 
changes in the tax laws in the interim, such as 
elimination of the notch provision and the ex- 
tension of taxes to businesses operated by edu- 
cational institutions, have rendered whole sec- 
tions obsolete. Unless the reader is familiar with 
the subject matter, he often cannot tell whether 
the material presented is still relevant, despite 
some footnotes pointing out changes in the law. 

On the whole, the net results of the volume 
are very disappointing. A number of the papers 
contain nothing more than special pleading, 
with occasional lapse into diatribe and the use of 
the familiar device of calling any disliked policy 
“socialistic.’’ Most of the material is a superfi- 
cial restatement of what has been said and 
written many times before, often without 
awareness of other work which has been done in 
the field. Even the better papers frequently fail 
to come to grips with the real problems in- 
volved. 

One of the best papers is that of A. G. Bueh- 
ler, which contains a restatement of the problem 
of developing a theory of business taxation, with 
emphasis upon the need for considering such 
taxes in terms of the individuals upon whom the 
tax burden actually rests. Butters’ paper is a 
summary of the conclusions of some of the ma- 
jor studies upon which he has been working. 
Somers, im his analvsis of the effects of taxes 
upon concentration in retailing, stresses the 
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point that chain-store taxes do the independents 
little good unless they result in price increases 
Useful presentations of particular points of view 
on the issues involved are found in the papers by 
Ruml on excess profits taxes, Polisher on death 
taxes, Turner on farm co-operatives, and Rob- 
ertson on tobacco taxes 

The main theme which runs through many 
papers is that of the effects of present taxes in 
discouraging the development and growth of 
new businesses and encouraging the sale of new 
businesses to larger competitors. But little new 
evidence of actual effects is presented, although 
attention is called to the neglected point that 
the complexity of tax laws and the inability of 
smaller businesses to afford the professional tax 
advice available to their large competitors is a 
serious disadvantage to them. Alternatives to 
the present treatment are largely ignored, as 
well as the effects of the expenditure of the tax 
Tevenucs upon concentration 

Asa readily available reference for particular 
points of view on the issues involved, the vol- 
ume serves a purpose. But its contribution to- 
ward advancement of knowledge of the eflects 
of the tax structure concentration 1s 
slight. 


upon 


Joun F. Due 
University of Illinois 


Democracy and the Economic Challenge: Five 
Lectures Delivered on the William W. Cook 
Foundation at the University of Michigan. By 
Ropert M. Maclver. New York: Alfred A 
Knopf, 1952. Pp. 86+ ii. $2.50 


Professor Maclver has admirably main- 
tained the high standard of the Cook Founda- 
tion lectures. He selects for study two of the 
tougher problems of the age, Communist en- 
croachments and the prospects of parliamentary 
democracy in a world of growing government. 
The latter topic receives the more systematic 
treatment. 

Once again the tie between “private econom- 
ic power” and the rise of representative govern- 
ment is affirmed, with MaclIver framing his defi- 
nition carefully: 

Let us note again what private economic power 
means. It does not mean laisser-faire. It means that 
a substantial portion of the economic enterprise of a 
community is in private hands, subject only to the 
general oversight of government. It means that a 
substantial portion of the cconomic decisions of the 
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community is not made by government, either di 
rectly or indirectly. It means that there are markets 
for goods and services where the supply and price are 
not set by edict. It means that there is always an 
area in which men can make a living and carry on 
their business without becoming the agents or em 
ployees of the state [p. 18] 


In his most incisive lecture, “Democracy and 
the Planned Economy,” Maclver then reviews 
the socialist case in an unrewarded search for a 
convincing reason why private economic power 
must go. By his final estimate, democracy is per- 
fectly compatible with generous welfare pro- 
vrams and an extensive regulation of business 
indeed, they are its best defense. But it cannot 
survive the elimination of individuals whose 
property and marketable skills render them in- 
different to the pressures and blandishments of 
the state bureaucracy 

In fine, Maclver has restated the libertarian 
thesis. These lectures deserve attention because 
they are a wise and sophisticated elaboration of 
the thesis. It is emphasized, for example, that 
the challenge to democracy is not wholly “‘eco- 
nomic”; that the fervor of ardent Communists 
Is more often rooted in other types of personal 
Insecurity 

Unfortunately, foundation lectures are better 
suited to diagnosis than to prescription. As so 
often happens the Syn aker in his final appear 
‘The Meaning for America’) falls back 
upon moral exhortation. Maclver is under- 
standably disturbed by the ubiquitous habit of 
scrambling the virtues of representative govern- 
ment with the folklore of ¢ apitalism sand bt the 
sub rosa popularity of restrictive rent covenants 


ance 


and Jim Crow laws, not to mention the foolish- 
ness of many legislators. But he has nothing to 
recommend except better thinking and living if 
“save the world” (the phrasing is 


America is to 
Maclver's) 

Many of us, of course, question the assump 
tion that it is a feasible object of diplomacy to 
save the world. Or that power to save a country 
from communism necessanly confers a power to 
save it for democracy. Likewise, 
that the removal of the remaining disabilities 
suffered by citizens of Negro and Mexican an- 
cestry in the United States will appreciably af- 
fect the outcome of Nehru's struggle with the 
Communists. There are more cogent reasons for 
fichting the good fight at home 
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Morality and Administration in Democratic Gov- 
ernment. By Pavut H. AppLeBy. Baton 
Rouge: Louisiana State University Press, 
1952. Pp. xiii+ 261. $4.00. 


This wide-ranging book is centered on the re- 
lation of official morality to the nature of ad- 
ministrative organization. It is thus in the se- 
quence of the author’s earlier works, Big Democ- 
racy (1945) and Policy and Administration 
(1949). The general theme asserts persuasively 
that there is an organizational morality, an in- 
teraction of personal and group moralities, and 
a difference between the ethical standards 
broadly prevailing in profit enterprises and in 
government 

There is, pursuing the argument of the 
author, a public expectation of a higher moral 
standard in government than in private organi- 
zations. Thus the development of personal 
friendship as a basis for success in buving and 
selling is taken for granted in business but is 
condemned in government. Self-perpetuating 
hierarchies of management are tolerated in busi- 
ness but would be impossible in government. 
Nepotism is accepted in private affairs but re- 
jected in the public business. Continuing con- 
tracts are proper in business but improper in 
government. “While we readily accept the pri- 
vate practice of cutting friends in on an espe- 
cially profitable operation, we quickly denounce 
any national official who seems to practice per- 
sonal favoritism” (p. 104). 

The author does not develop at length the 
interrelation of public and private systems of 
morality, but he makes clear his belief that the 
former are necessarily controlling: “The moral 
preterence is for a system in which responsibility 
is to society and public and for a system the 
choice of which is a public choice, the conduct of 
which is subject to public influence and even to 
public control. This subordinates the choice of 
economic systems to the political and makes 
economic policy continuously secondary to po- 
litical policy” (p. 13). Governmental action has 
its own basic moral character in a democratic 
system when it conforms to processes devel ped 
to insure political freedom; when it leaves open 
the way for change by public determination; 
when responsibility can be identified by the 
public; and when it embodies response to public 
needs, not merely the personal needs of leaders 
(p. 36) 

Despite 
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were higher than those prevailing outside gov- 
ernment. Contemporary difficulties, he argues, 
are due to holding open the wrong kind of jobs 
for political appointees, who bring with them 
the ethics of the private world rather than those 
prevailing in the public setting. There is “a spe- 
cial kind of integrity, a special devotion to gov- 
ernment as a profession, and a devotion to the 
government as the government” (p. 55). 

In this pioneering work we ought not to com- 
plain if the author seems at times to introduce 
material that is more closely related to his cen- 
tral interest in the theory of organization than 
to the present ‘ssue of ethical standards. What- 
ever Appleby writes is characterized by insight, 
thoughtfulness, and concern for democratic 
values. It might be argued that in this, the third 
of an important trilogy, the special objective 
could have been held more clearly before the 
reader’s view. The diligent reader will neverthe- 
less be richly rewarded in understanding both 
the nature of morality in government and the 
nature of organization. 


Leonarp D. Wate 


University of Chicago 


How To Get Rich in Washington: Rich Man's Di- 
vision of the Welfare State. By BLAIR BoLLes. 
New York: W. W. Norton & Co., 1952. Pp. 
x + 309. $3.75 


“This book is a history of political decay,” 
according to the author, a story of ““democrati- 
zation of corruption,” although our welfare 
state “has been undergoing a subtle change into 
the rich man’s welfare state, aiding those who 
don’t need help or who don’t deserve it at public 
expense 

The author analyzes and gives examples of a 
great many types of corruption: the activities of 
crooks and criminals, who, he believes, are very 
influential in the Truman administration; cor- 
ruption in the Reconstruction Finance Corpora- 
tion. the Internal Revenue Bureau, the Mari 
time Commission, the Department of Justice, 
and in the military, particularly in the purchase 
of war supplies and later in the sale of surplus 
materials; extravagance, in some cases ap- 
proaching corruption, in airplane subsidies and 
in the regulation of the airplane business; im- 
proper persona! influence in many government 
affairs, avain rather too common in the Truman 
regime 
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This book is somewhat above the average 
muckraking treatise. In fact, it offers some rath- 
er interesting observations. I am not able to 
check all the stories of impropriety and dis- 
honesty, but the book appears to be fairly care- 
fully written, although the author's interpreta- 
tions of some events and some of his conclusions, 
might well be questioned. He does present 
President Truman and his cronies in an unfa- 
vorable light, but his book is not meant as ant! 
Truman propaganda. He sees that there are two 
parties in all cases of bribery and that business- 
men, the military, and lawyers have sometimes 
played their inglorious part in the debauchery 
of government institutions. His thesis is that we 
have not merely a debasement of standards in 
government but a general degradation of Amer- 
ican political, business, and moral standards, 
partly due to the war and to the expansion of 
government functions, therefore of opportuni- 
ties for misfeasance 

That war, even a cold or cold-hot war, brings 
corruption cannot be questioned; but that the 
Truman administration, with allowance made 
for the fact of war, is definitely worse than that 
of most presidents over the last fifty years 
would be hard to prove. The corruption is of a 
somewhat different kind, and it has been given a 
better coverage by our Republican newspapers. 
Bolles seems to believe that the Congress might 
well exercise stricter surveillance over adminis- 
trative agencies, but the record of President 
Truman is about as good as that of the Con- 
gress, in some respects better. As to the ge neral 
decline in American morals, political and busi- 
ness, allowing again for the fact of war, a skepti- 
cal attitude would seem wise. The more one 
studies the political and economic morals of a 
generation or two ago, the less he is likely to see 
the present age as one of moral decline. There 
has been a decline in our democratic traditions 
in our respect for individual freedom, a shift to- 
ward fascism, but Bolles does not mention that 
Of course, Washington does need a house clean 
ing—it always does 

Socialists might read this book to their prof 
it, although it is not meant as an argument 
against socialism. The author shows how gov- 
ernment agencies, set up to protect public inter- 
ests, are often controlled by the very business 
interests against which protection is sought. For 
instance, J. P. Morgan, once charged with too 
much control of the economy’, has to some ex- 
tent been superseded by Reconstruction 
Finance Corporation, which is presently seen to 
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be in a measure controlled by business interests 
of less integrity and competence than Morgan 
(witness the bailing-out of Boston bankers who 
had financed the Texmass Petroleum Com- 
pany). Under the circumstances, “gradualism” 
in the approach to socialism presents serious 
difficulties 

The author outlines a program to “save 
America,” but the details need not be summa- 
rized here. His suggestion that citizens should 
take more interest in government functions is 
surely sound, if not at all likely to be followed. 
Even if the people were interested in govern- 
ment affairs, they would have great difficulty in 
getting unbiased information from most news- 
papers, the Reader's Digest, or the radio; and 
many of them do not know that there are other 
and more reliable sources of information. 


Joun Ise 
University of Kansas 


The New Issue Market and the Finance of Indus- 
try. By R. F. Henperson. Cambridge: Har- 
vard University Press, 1951. Pp. xii+172. 
$3.50. 


Although capital markets are in many ways 
the heart of capitalistic economies, there is, odd- 
lv enough, almost no literature that deals with 
them as financial institutions and none that 
deals exhaustively. This anomaly is the more 
peculiar,in that the money market, particularly 
in its relation to banking theory and central 
banking, has been thoroughly explored. But 
analyses of capitalism have largely taken capital 
markets for granted. And this deficiency is the 
more striking, in that no modern industrialized 
nation (the U.S.S.R. excepted) has been able to 
develop without the aid of a capital market. In 
his study of the new issue market in Great 
Britain, Mr. Henderson is able to draw signifi- 
cant background material from hardly more 
than half-a-dezen sources. Were he writing of 
the American scene, his citations would be even 
fewer. Thus the contribution made by this little 
volume to a neglected but highly important 
field is particularly welcome 

Henderson is not primarily concerned with 
the capital market in its entirety, or even with 
‘the new issue market as a whole.”’ He concen- 
trates his attention on “the cost of new issues by 
smal] firms’; on the extent of the “Macmillan 
gap” and the steps taken to fill it; on what in 


BOOK REVIEWS 


this country are commonly called the financial 
problems of “‘small business.’’ His findings indi- 
cate that some of the problems outlined by the 
Macmillan report have, with the passage of 
time, been partially ameliorated. 

One of the real difficulties he encounters, as 
will anyone who deals with some facet of this 
general subject, is the absence of a frame of ref- 
erence for his inquiry, the lack of an integrated, 
co-ordinated body of doctrine that sets forth the 
functions of capital markets and provides a 
standard by which their performance can be 
measured. The obstacles lying in the way of 
such a formulation are great, and Henderson 
puts his finger on a number. The relative weight 
to be given to aggregate investment, as distinct 
from particular kinds of investment, is one, a 
problem similar to those encountered in han- 
dling aggregate statistics. Another is the serious 
difficulty of distinguishing, in the financial 
markets, the useful and usable concepts on 
which generalization may realistically be based. 
A third turns on ways of reconciling the objec- 
tives of the individual investor and the needs of 
society for investment, particularly at the top 
and bottom of the cycle. A fourth, to which 
Henderson gives some consideration, has to do 


with the necessity for innovation and flexibility 
in financial procedures. But there is substantial 
reason to believe that, if a conceptual scheme 
that really made clear and put in perspective the 
operations of capital markets were available, it 
would support Henderson’s final conclusion: 
“The capital market does not need planning 


that would be a disaster—it needs freedom from 
restrictive government policies to continue its 
adaptation to . . . changed conditions.” 


CHARLES C. ABBOTT 


Harvard Graduate School of 
Business Administration 


The Economics of the International Patent Svs- 
tem. By T1Lton PENROSE. Baltimore: 
Johns Hopkins Press, 1981. Pp. xv+247. 
£4.00 


Dr. Penrose describes the international! pat- 
ent convention and analyzes the economic prob- 
lems with which it deals. Economists will wel- 
come her informative discussion of this neglect- 
ed subject, as well as her fairly detailed analyses 
of the merits of compulsory working and licens- 
ing for foreign patents. 


Four topics constitute the chief subject mat- 
ter of the book. There is, first, a general survey 
of the rise of patent systems and their rationale; 
this is relatively familiar material. Next comes 
the story of the international patent conven- 
tions and an analysis of the chief provisions—a 
lucid and useful account. The “economics” ap- 
pears in the third topic, an estimate of the bal- 
ance of gain or loss in the recognition of foreign 
patents; and the final subject is the comparative 
effects of compulsory working and licensing pol- 
icies. Her chief policy conclusion is that the 
United States should adopt, and foreign coun- 
tries should extend, the system of compulsory 
licensing, and not compulsory working, of for- 
eign patents. 

Penrose ostensibly eschews an appraisal of 
national patent systems and seeks only to dis- 
cover the optimum reconciliation of these sys- 
tems. One can readily sympathize with this limi- 
tation of scope: the complications of national 
patent reform are so vast that her dissertation 
would have become unmanageable if she had 
first had to establish the best national patent 
system. But the separation of domestic and for- 
eign roles of patents is fundamentally unreal: 
one must know the same things about the rela- 
tionship between patents and research and ex- 
ploitation to answer questions in either area. 

This dependence is obvious in Penrose’s dis- 
cussion of the effects of recognition of foreign 
patents on large and small industrial nations 
and on nonindustrial nations (chap. vi). No 
analysis is made of specific countries or specific 
industries, and all the conclusions rest upon a 
long chain of probability judgments. She states, 
for example, that “it is highly probable that the 
introduction of inventions in the large exporting 
industries of the United States, Germany, or 
even the United Kingdom would not be appre- 
ciably slowed down by an inability to obtain 
patents in foreign countries” (p. 125). These 
probabilities may merely reflect the customary 
misgivings of economists over patent systems; 
preferences and probabilities have usually been 
highly correlated in economics. In any event, 
Penrose’s contribution would have been much 
greater if she had also added to our meager 
knowledge of the actual workings of patent sys- 
tems. 

GEORGE J. STIGLER 


Columbia University 
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The Theodosian Code and Novels and the Sir- 


mondian Constitutions: A Translation with 
Commentary, Glossary, and Bibliography. By 
CLYDE PHARR, in collaboration with THERE- 
SA SHERRER Davipson and MARY Brown 
PHARR. Princeton: Princeton University 
Press, 1952. Pp. xxvi+ 643. $20.00 


The Theodosian Code, now for the first time 
made accessible to a wider circle of readers 
through a good and usable translation, is a 
storehouse of interesting information about the 
government, law, institutions, and social condi- 
tions of the late Roman Empire. It contains 
edicts of emperors issued between A.p. 313 and 
347. The “novels,” or newer edicts, appended 
continue the story two additional decades. For- 
tunately for us, the compilers followed the plan 
of including also those edicts which had been 
rendered obsolete by later enactments. Thus it 
is possible to follow the evolution of imperial 
policies; and often many edicts, repeating or 
modifying recent enactments, clearly indicate 
that the government was unable to cope with 
the situation. The edicts are not, however, given 
exactly as they were issued. They are arranged 
under titles, which, in turn, are grouped into 
books. Thus sections of a single original edict are 
often separated from one another and quoted 
under the appropriate titles. In addition, there 
has been a certain amount of editing of the text. 

Some few illustrations of the contents will be 
given. In the citations, two numbers refer to 
book and title; if a third is added, it is the num- 
ber of a particular entry. Thus 9. 1. 4 means the 
fourth entry under the first title of Book 9. It 
happens to be an edict of Constantine the Great, 
dated September 17, 325, addressed to all pro- 
vincials and urging “‘any person of any position, 
rank, or dignity whatever” to bring charges be- 
fore the emperor against high officials and thus 
bears witness to the manner in which an effort 
was made—unsuccessfully, of course—to keep 
in order a large bureaucracy by multiplying the 
checks. In this case a single edict by itself is very 
illuminating; in other cases the very weight of 
numbers creates an effect. The one hundred and 
ninety-two entries on “Decurions” (12. 1), the 
members of municipal councils now turned into 
instruments for the collection of taxes, are clear 
evidence of failure. The decurions, in theory, 
constituted a privileged class, but it is an indi- 
cation of the true state of affairs that the sons 
of veterans, when they mutilated themselves so 
as to become unfit for military service, were 
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punished by being made decurions (7. 22. 1) 
The with nine- 
teen entries under 13 
troublesome. More important or difficult were 
the shipmasters, with thirty-eight entries under 
13. 5; bishops, with forty-seven under 16. 2; and 
heretics, with sixty-six—some of them very long 

under 16. 5 

Ihe statement has been made that the trans- 
lation will make the Theodosian Code accessible 
to a wider circle. It will even be welcomed by 
with a fair knowledge of Latin. In fact, 
largely shied away from the 


physicians and protessors 


3 were only moderately 


many 


Latinists have 


Code because they were repelled by its highly 
stilted and artificial style and perhaps also 

though this may be heresy 
it too ditheult 
preparation of a translation proved a protracted 


* because they found 
Phus it is not surprising that the 


and arduous task. It can be tested adequately 
only by long use and detailed comparison with 
the original, but the impression after a more 
superticial test is favorable, though the transla- 
tors have an excessive tendency to choose the 
English word closest in sound to the original or 
the commonest rendering of it in dictionaries 
and vocabularies. Hence it is often necessary to 
explain the real meaning in a footnote. The re- 
sult is that the English style is fully as objec- 
tionable as that of the original, but it is clear, 
and the style a matter of deliberate 

The introductory material is thin and 
The Glossary and the Index 


used is 
not very valuable 
seem good, 


J. A. O. LARSEN 
University of Chicago 


Asta and The West. By Maurice Zink1n. Lon- 
don: Chatto & Windus, 1951; for the Insti- 
tute of Pacific Relations, New York. Pp 
xii + 400, $3.50 


This book deals with the impact of Western 
technology and thought on Asia. It is fortified 
by the author's unusual knowledge of history 
and of economic and political affairs in the coun- 
tries involved. The purpose is as follows: “To 
estimate the chances of Communist victory in 
Asia, and to plan the policy in Asia of the 
Western countries, a detailed survey is needed 
of the economic crisis and social crisis which has 
befallen each of the countries of Asia. This book 
is meant as a contribution to this study” (p. 6) 

Phe work begins with a satisfying essay on 
the different traditions of Eastern village and 
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Western city. The independence and aggressive- 
ness characteristic of Western business and pop- 
ular government spring from the life of the an- 
cient city-state and, especially, from the com- 
mercial towns which survived in the Mediter- 
ranean area or which grew up in northern and 
western Europe following the Dark Ages. Their 
commercial spirit led to advances in technology, 
as well as to demands on the lords or kings for 
greater attention to their interests—for the 
right to help make policies, even to have a voice 
in choosing rulers. 

There are informing chapters on the growth 
of population pressure on agricultural land and 
of revolutionary unrest against both foreign 
powers and traditional social and economic in- 
stitutions. Less attention is given to industrial 
experience and prospects—one of the chief 
weaknesses of the book. A sharp contrast is 
drawn between the achievements of Japan in 
Korea and Manchuria and those of the British 
in India. “The 19th-century West brought to 
the East... two main attitudes, the attitude 
of the missionary eager to convert the East toa 
higher way of life and the attitude of the busi- 
ness man, anxious to exploit its resources. . . . 
Of the missionary attitude, the British in India 
are the best example; of the business man’s the 
Japanese in Manchukuo.”" 

The account in chapter vii of the effects of 
British legal institutions in India makes this 
contrast seem forced? “‘Economically it has 
been an unmitigated disaster” (p. 76). “The re- 
sult was... to reduce the debtor to [personal] 
slavery”’ (p. 78, n. 2). And there are many 
others of the same sort. Perhaps a saner view 
would have resulted from a comparison of the 
economic and security situations of Japan 
close to Russia—to that of the world’s greatest 
empire at the same time. 

Finally, ‘there is no hope for democracy in 
Asia . . . without an influx of capital . . . and of 
the ways of thought of a true capitalist society’ 
(p. 288). “All that is required is perhaps 500 
million dollars and reasonable priority for fer- 
tilizers” (p. 282). “Indian... engineers have 
drawn up perfectly good schemes to cost hun- 
dreds of millions. What they need to carry them 
out is not advice from experts who know noth- 
ing of India but, primarily, a great deal of 
money” (p. 293). 


! Pp. 135-36. An awkward error in the quotation 
from F. C. Jones, Manchuria since 1931, p. 216, also 
weakens the argument 

See entire section, pp. 76-88 


Is it surprising that capitalists ask whether 
the “engineers” can really make their schemes 
succeed? The British landed in India at about 
the same time they landed in America. Giving 
aid to bombed-out Germany or Japan was like 
providing Fritz Kreisler with a violin. 


D. H. BucHANAN 


University of North Carolina 


How Strong Is Russia? By T. ZAVALANI. New 
York: Praeger, 1952. Pp. 244. $4.00. 


The author has assembled a fair collection of 
concrete examples which point to the great de- 
ficiencies and inconsistencies in Soviet planning 
and to the very considerable imperfections in 
the planners’ economic insight and foresight. 
To that extent the book will be useful. 

For the rest, it suffers from the fact that the 
author’s economics and statistics leave much 
room for improvement. As a result, his under- 
standing of the way in which the Soviet econo- 
my operates is limited, and the book contains 
quite a few statements and computations that 
are highly questionable. 

Under these circumstances, it is not surpris- 
ing that the author does not even begin to give 
an answer to the grave question raised in the 
title. The Bibliography appended is surprisingly 
short for an enterprise of this kind, and Mr. 
Zavalani would do well to spend some time on 
a more extensive study of modern Western lit- 
erature on the Soviet economy. 


ALEXANDER GERSCHENKRON 


Harvard University 


Investment in Empire: British Railway and 
Steam Shipping Enterprise in India, 1825 
1849. By DanreL THORNER. Philadelphia: 
University of Pennsylvania Press, 1950. Pp. 
xiii+ 197. $3.75. 

Investment in Empire presents much material 
for arguing that heavy emphasis be placed on 
the institutional aspects of economics in connec- 
tion with the currently popular study of eco- 
nomic development. Thorner presents a de- 
tailed diary of the first decade in the promotion 
of railways for India. As a backdrop he outlines 
the steps in the preceding initiation of steam 
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navigation from England to India, because 
these involved some of the same people and in- 
stitutions that were to play important roles in 
the railway developments. He then follows the 
moves from 1841 until actual track construction 
Started, in 1850, of the key individuals who had 
as their main personal objectives the laying of 
rails inland from Calcutta and Bombay. Thor 
ner also describes the complicated interplay be- 
tween the East India Company, with its dual 
top control, the government of India, the pro- 
vincial governments, the Indian commercial in- 
terests, their British counterparts, the British 
financial houses, the railway company groups, 
and the key people. 

The importance of certain individuals in the 
process of introducing an innovation is high- 
lighted in the persistence of Rowland M. 
Stephenson in working toward his particular 
goal of a railroad northwest from Calcutta, ulti- 
mately to reach Delhi. We are given an apprais- 
al of Stephenson as a scion of a British family 
long interested in Indian affairs, trained as an 
engineer, and as possibly motivated by a desire 
to redeem the family’s name damaged by his 
father’s flight to America with his firm's funds 
in 1828, when the son was twenty years old. A 
more complete study of the son's personality 
would seem to be necessary to explain adequate 
ly his tremendous drive, though the data for so 
doing are almost surely unavailable, a handicap 
from which historical analysis must all too often 
suffer. For western India Thorner describes the 
activities of Stephenson’s counterparts, G. T. 
Clark, an engineer, and John Chapman, a Bap- 
tist deacon with engineering interests, toward 
promoting a line east from Bombay to the cot- 
ton-growing regions. Exactly what personality 
traits constitute, and what it is in societies that 
produce, men like Stephenson, Clark, and 
Chapman are largely unknown, but exceedingly 
important, aspects of economic development. 

The numbers of organizations, economic and 
political, which opposed these individuals and 
which had to be cajoled, catered to, and just 
plain worn down were hardly evidence of sup- 
posed British espousal of enterprise. The won- 
der is not that India had to wait until 1850 to 
get railroads but rather that she ever got them. 
The monopolistic viewpoints, the seeming un- 
willingness to take or facilitate action, and the 
dependence of one organization upon another 
for authentication of authority appear time and 
again in the proceedings as negative factors. 
These aspects of political and economic institu- 
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tions thus stand out as another type of element 
that is critical in economic development 

Phorner’s concluding emphasis is on the ar 
rangements for government guaranties in re- 
spect to the financial capital invested in the In- 
dian railways. These he sees quite correctly as 
denying in the case at hand the traditional idea 
that those who supplied capital were the risk- 
takers. The initiation of these guaranties at the 
start led to their continuance down through the 
years and so was an important point to stress. 
In my opinion, however, this emphasis does not 
Kive suthcient weight to the really significant 
things to be deduced from the material pre- 
sented in the study. These things are, first, the 
critical role, of a positive sort, played by the 
crusader type of individual and, second, the in- 
hibiting tendencies apparently inherent in well- 
intrenched organizations and in excessive laver 
ing of one organization upon another in a long 
chain of authority 

K. T. Heary 

New Haven, Connecticut 


The Bias of Communication. By Haroun A. IN- 
Nis. Toronto: University of Toronto Press, 
1951. 

This volume is made up of revised versions of 
eight essays and addresses originally published 
elsewhere on the broad topic of the historical 
changes in communication and opinion and 
their relationships, as both cause and conse- 
quence, to historical changes in technology, in- 
dustrialism, economic organization, and politi- 
cal forms. It is thus a supplement to and an 
elaboration of Innis’ earlier book on this theme, 
Empire and Communications. 

Just as there is some overlap and duplication 
between the two books, so is there among his 
several essays in this volume. Innis’ typical 
treatment of a subject is to choose a big one (“A 
Plea for Time” and “The Problem of Space” are 
two of the chapters) and then to discuss it by 
Starting at an early point and working his way 
up to the twentieth century in about thirty 
pages. Thus his title essay, which deals with the 
effects of communication techn logy upon social 
patterns, begins with a consideration of the ef- 
fect of the Nile upon Egyptian civilization, 
reaches the Greeks one-third of the way along 
and the Romans halfway, and, after attention 
to the Mohammedan influence, covers Ger- 
many, France, and England from the fifteenth 


to the twentieth centuries in the last six pages, 
concluding with two sentences on radio. This 
often makes for exciting reading, but at the 
same time it is sometimes unsatisfactory in its 
quick and highly general treatment of particular 
problems. This is all the more noticeable, since 
the book suffers, as do most such collections, 
from a diffusive repetitiveness, so that the read- 
er encounters the same point made in about the 
Same way—and sometimes with the same ex- 
amples—in different essays. Compression and 
systematization would have helped. 

The sweep of the essays, of course, makes for 
great generality of conclusions. A not untypical 
page (p. 59) includes, among others, these his- 
torical propositions: 

The monopoly of London strengthened by the 
railway was destroyed by the invention of the tele- 
graph which encouraged provincial competition 
after 1868. 

An emphasis on literature in England in the first 
half of the nineteenth century incidental to the mo- 
nopoly of the newspaper protected by taxes on 
knowledge and absence of copyright legislation in 
the United States compelled American writers to 
rely on journalism. 

As in England the telegraph destroyed the mo- 
nopoly of political centres and contributed, in de- 
stroying political power, to the outbreak of the Civil 
War. 

The varying effects of technological change 
spreading from the United States destroyed the 
unity of Europe and contributed to the outbreak of 
the First World War. 


Each of them is accompanied by a supporting 
sentence or two of an illustrative, rather than 
evidential, sort. The total result is a grand re- 
view of historical peaks which may motivate the 
reader, if he has not lost sight or understanding 
of the basic themes of time and space, to query 
the relevance or validity of particular illustra- 
tions. 

But, leaving aside the abstract generaliza- 
tions of the book, the essays are full of rich ma- 
terials of a historical nature which can con- 
tribute to the study of communication as it has 
recently developed in the social science depart- 
ments of the universities. Innis’ definitions and 
interests in the field are not those of Lewin or 
Lazarsfeld or even Lasswell, and it is a question 
whether these can be integrated to broaden and 
deepen the general perspective. At any rate, 
that is a task which remains, as it does in other 
fields in which economics, history, and sociology 
meet—the task of finding ways to bring to- 
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gether the macroscopic and microscopic ap- 
proaches to the study of human behavior. 


BERNARD BERELSON 
Ford Foundation 


The Problem of Summation in Economic Science. 
By Géran Nysiéx. Lund: C. W. K. 
Gleerup, 1951. Pp. 289 


Nyblén defines the summation problem as 
that of the relations between social and individ- 
ual decisions and explores it via two “summa- 
tion theorems”: (1) A group of players (or even 
all the players) in a game can assure themselves 
of winning more by forming a coalition against 
the others (or against nature) than by playing 
separately (Von Neumann and Morgenstern). 
(2) Individual preference scales cannot, in gen- 
eral, be combined into a community preference 
scale meeting certain reasonable conditions, 
such as transitivity, positive response to a 
change in any individual's preferences, etc. 
(Arrow). 

Nyblén junks the Walrasian system: it pic- 
tures income distribution as an automatic proc- 
ess having a determinate result, whereas he re- 
gards it as a game in which the winnings of the 
players (interest groups—farmers, laborers, en- 
trepreneurs, and savers) depend on bargaining 
over the formation of coalitions and over the 
distribution of gains therefrom. He would like 
to have society maximize total output before 
letting it be distributed according to this bar- 
gaining. That is, he visualizes two independent 
games: one in which all the players combine 
against Nature to win as much as possible from 
her, and another in which they vie with one an- 
other for percentage shares in the amount so 
won. But this requires a social preference scale 
by which to evaluate total income in our many- 
commodity world, and here Arrow’s theorem 
bars the way. Nyblén concludes that his sought- 
for “synthesis between the production and dis 
tribution aspects” is not forthcoming, and he 
contents himself with the statement that pro- 
duction theories (i.c., those describing the first 
of his two games) are applicable to centrally 
controlled economies, while distribution theories 
(describing his second game) are a] yplicable to 
free economies 

Two comments here: He neglects the fact 
that the size of output can be greatly affected by 
conflicts over its distribution, as in a strike or 
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under a profit-sharing plan. And he is without a 
theory of what determines prices and incomes 
(money or real) in free economies 

In the second half of the book, Nyblén ap- 
plies his distribution theory in a loose way to ex- 
plain two empirical phenomena. First, begin- 
ning about 1930, inflations in several countries 
have no longer been accompanied by synchro 
nous movements in the interest rate but by a 
low stable rate instead. This is viewed as a dis 
criminatory redistribution against the savers, 
enforced by a coalition of the other “players.” 
Second, new investment during a cyclical up- 
swing is viewed as causing objective changes in 
the amounts that the various players can win, 
and the ensuing depression is viewed as a tran 
sition period during which a new distribution is 
established as a result 

Although Nyblén calls up a wealth of techni- 
cal material from nearly every branch of con- 
temporary mathematical economics and pre- 
sents extensive heuristic arguments, he succeeds 
in making his thesis only plausible, not convinc- 
ing—and the business-cycle section is hardly 
even plausible 
the reality he secks to explain and the theory he 
uses is so faintly sketched in. For example, al 
though in his view there are four “players” in 
the socio-economic game, the analytical con 


because the connection between 


cepts he uses are those of the three-person game, 
further, there is only a hazy suggestion as to 
what the empirical counterparts of these con- 
cepts might be 

Arrow’s theorem does not proscribe the use 
of the social-preference-scale concept, as Ny- 
blén seems to imply; it does insist that either we 
restrict its application to cases where there is 
wide agreement among all individuals (how 
wide?) or that we use it to mean something dif- 
ferent from Arrow’s concept--for example, a 
scale that frustrates certain preferences or the 
preferences of certain individuals Such a scale 
certainly exists implicitly in our society and ts 
continually used in the making of collective de 
cisions. Accordingly, a fruitful subject for study 
may be the processes whereby a social prefet- 
ence scale of this type is established and main- 
tained or modified. Such study could lead to a 
larger synthesis, toward which Nyblén moves, 
between the traditional economic factors and 
other social factors in economic research. 


CARL CHRIST 
Jokns Hopkins University 
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Henry Charles Carey. Nineteenth Century Soci- 
ologist. By ARNOLD W. GREEN. Philadelphia 
University of Pennsylvania Press, 1951. Pp 


218 


Henry Charles Carey has been one of the 
most influential figures in the history of the so- 
cial sciences in America. The publication within 
recent years of a number of studies on the man 
and his work witnesses to his vitality. Now 
comes Mr. Green's study of Carey as a sociolo- 
gist. Green is thoroughly correct in feeling that 
“sociology in the future may pay a great deal 
more attention to Carey than it has in the past” 
(pp. 188-89). His book contains an introductory 
biographical sketch, two chapters on the nature 
of Carey's sociology and then three devoted to 
the orwins 
finally his place in intellectual history 

Unfortunately, the author lingers too long on 
discussions that belong to an era when men de- 


of his sociology, his influence, and 


bated vehemently over the correct boundary 
lines of the various disciplines. He attempts to 
prove that Carey, contrary to received opinions, 
is more properly to be classified as a sociologist 
than 


the 


as an economist. He gives two reasons for 
first, most of the 


were economists, 


ial “misconception” 
who wrote on Carey 
“what Carey regarded as his 


peo le 


and, consequently, 


social science has come to be regarded as his 


economics”; and, second, “‘there was no sociolo- 
gv, in the modern sense of a distinctive field of 
human culture and group relationships, during 
lifetime” (p. 50). Strangely enough, 
Carey's sociology reduces itself in the author's 
hands to little more than a narrow segment of 
what today, at anv rate, we call economics. We 
are, in fact, told that Carey's entire “‘sociologi- 
cal theory” is built on the “principle of the pro- 


tective taritt” 


Carey’ 


and was largely concocted from 
an attack on free trade and a “denunciation of 
Malthus and Ricardo” (p. 104) 

Similar ambiguities surround the author's 
evaluation of Carey's place in intellectual his- 
tory. In solemnly warns his 
readers that thev should view with “consider- 
ible skepticism” C 
cating increased tariff duties at the sacrifice of 
personal fortune” (p. 198); but then he prompt- 
lv asserts that anyone using this to question 
Carey's altruism must belong to that “majority 

f modern ils [who], living in a neo- 


Deal era, regard profits as virtually inde- 


that discussion he 


arey's “formal claim of advo 


inte'lectu 


rtunate that the author is appar- 
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ently unaware of the English translation from 
the French of Ernest Teilhac’s Pioneers of 
American Economic Thought in the Nineteenth 
Century (1936). He might have avoided awk- 
ward renditions from the original. 


JosepH DorrMaNn 
Columbia University 


Wartime Manpower Mobilization. By LEONARD 
P. Apams. Ithaca, N.Y.: Cornell University, 
1951. Pp. xl+ 169. 


Professor Adams has provided a historical 
account and personal appraisal of the wartime 
mobilization of manpower in one large urban 
area, Buffalo—-Niagara Falls, New York. This 
area became the sixth most important in the na- 
tion in terms of prime war contracts and was 
asked to produce 2.5 per cent of total war goods. 
By September, 1944, approximately 55 per cent 
of all employees in the area were employed by 
firms holding war contracts. This experience is 
regarded as somewhat typical of that in other 
“tight”’ industrial areas; in spite of the fact that 
one part of the national program—controlled 
referral—was first tried out in the Buffalo situa- 
tion 

The report consists of a running account of 
Employment Service activities from 1939 on 
and of the War Manpower Commission’s local 
program from April 18, 1942 (when WMC was 
created) to August, 1945. Employment Service 
activities consisted largely of efforts to measure 
and forecast labor-market trends and to aid in 
recruiting additional manpower supplies. The 
WMC program first sought to reduce labor 
pirating. Subsequently, the program provided a 
basis for labor-market classification and con- 
tract allocation; instituted a system of manning 
and replacement tables; undertook special re- 
cruitment campaigns directed principally at 
housewives; sought to improve utilization by 
reducing absenteeism and turnover, effecting 
better shift arrangements and encouraging job 
dilution and special training; created “‘victory- 
shifts” for part-time employees and a ‘‘sunrise 
court’ for vagrants; established special day 
nurseries and child-care agencies; instituted a 
system of controlled hiring; considered impor- 
tation of foreign labor and use of prisoners of 
war; and established employment ceilings for 
individual plants. In the closing months of the 
war, additional employees were secured by giv- 


BOOK REVIEWS 


ing furloughs to soldiers, and high priority 
plants were staffed by enforced loans of man- 
power from other firms. The author gives major 
attention to the program of controlled referrals, 
reciting in detail the steps by which this ar- 
rangement was instituted and modified 

Two chapters outline the author's reflections 
on this local experience and his suggestions for 
future mobilization. Seven appendixes include 
documents and statistical data 

Adams has provided a worth-while record of 
wartime manpower mobilization planning, prac- 
tice, and effects. He has appropriately identified 
the importance of timing, the absence of essen- 
tial local labor-market information, the break- 
down of civilian and WMC control over Selec- 
tive Service, and the need for more information 
as to why manpower reacted as it did to certain 
parts of the program. He points to the unsolved 
problems involved in the necessity for closer co- 
ordination of wage controls and manpower con- 
trols and to the demobilizing effects of pension 
and seniority. 

On the other hand, his description of what 
took place in Buffalo probably cannot be accept- 
ed as typical of operations in other industrial 
centers. Controlled referral was only one of sev- 
eral major steps in the program as a whole. The 
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account here presented indicates little as to the 
effects of the minimum man-time workweek, 
which deserves careful evaluation. Similarly, the 
whole process of designating “essential” and 
“locally needed” activities probably deserves 
more attention. Buffalo apparently did not feel 
the serious impact of the WMC surrender to 
agriculture—a policy decision almost as disas- 
trous as the failure to control Selective Service. 
Buffalo was also apparently atypical in the com- 
plete divorcement of WMC and WLB. 

The author's suggestions for the future might 
well emphasize, in addition to the prime impor- 
tance of timing and appropriate control of mili- 
tary withdrawals, the necessity for a long-term 
view in maintaining scientific and professional 
skills and for staff-level planning in a co-ordi- 
nated program of wage controls. On the other 
hand, however, this interesting and authorita 
tive account of experience in a major industrial 


area provides a document of permanent value, 


deserving the careful attention of all those who 
must be concerned with problems of manpower 
mobilization. 
Dare Yoper 
Industrial Relations Center 
University of Minnesota 
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Leng Distance calls go 
through faster when you 
Call by Number 


A HELPFUL HINT—Sturt today to build 
up @ list of ovt-of-town telephone numbers. 
Write down these you know. 

Hf there's new number you don’t he 

or on old ene you've forgotten — 

be sure te edd it to the list when 


the operator gives you. 


‘You'll save time if you give me the outcf- 
town number you're calling. 

“That way I can put your call 
without first calling ‘Information’ in 
distant city. 


“Fawr own sal goes 
help speed the service for everyone. 
That's especially important now, és 
many urgent defense calls are on 

Distance lines.” Long 
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